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FRIDAY, NOVEMBER 27, 1953 


Hovusr or REPRESENTATIVES, 
SUBCOMMITTEE ON SOCIAL SECURITY OF 
THE COMMITTEE ON Ways AND MEANS, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, Hon. Carl T. 
Curtis, chairman of the subcommittee, presiding. 

Present : Representatives Curtis (presiding), Goodwin, Dingell. 

Also present: Representative Eberharter. 

Subcommittee staff members present: Robert H. Winn, chief 
counsel; Karl 'T. Schlotterbeck, staff director; George R. Leighton, 
editor and consultant; Rita R. Campbell, economist; James E. Finke, 
Howard Friend, Government research analysts; Wallace M. Smith, 
attorney ; Kileen R. Brown, clerk; present also, Russell E. Train, clerk, 
and Leo H. Irwin, minority adviser, Committee on Ways and Means. 

Chairman Curtis. The committee will come to order. 

This morning we are continuing our factfinding study of social 
security and its operations. We have as our witness this morning 
Dr. Arthur J. Altmeyer, who was associated with the program from 
its inception. 

Mr. Altmeyer is here and before counsel proceeds the chairman asks 
unanimous consent that the members of the committee withhold ques- 
tioning until after the counsel has completed his examination. 

Without objection, it is so ordered. You may proceed, Mr. Winn. 

Mr. Winn. Doctor, your full name is Arthur J. Altmeyer ? 


STATEMENT OF ARTHUR J. ALTMEYER, FORMER COMMISSIONER 
OF SOCIAL SECURITY ADMINISTRATION 


Mr. Aurmeryer. That is right. 

Mr. Winn. And your occupation is what, sir? 

Mr. Atrmeyer. Retired. 

Mr. Wrwyn. Could you tell us a little of your educational 
background ? 

Mr. Aurmeyer. I am a graduate of the University of Wisconsin, 
I have the degree of bachelor of arts, master of arts, doctor of phi- 
losophy, and doctor of laws from the Unive rsity of Wisconsin. 

Mr. Winwn. I believe you taught school in Wisconsin before you first 
came to Washington ? 

Mr. Aurmeyer. I taught school for 4 years, 2 years in Minnesota, 
and 2 years in Wisconsin, and was a State official for 15 years before 
coming to Washington. 
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Mr. Winn. And you came to Washington about 1933 as I recall; is 
that correct ? 

Mr. Aurmeyer. Yes. 

Mr. Winn. And you were with the National Recovery Administra- 
tion for a while? 

Mr. Aurmeyer. Yes. 

Mr. Winn. Then you became associated, did you not, with the Presi- 
dent’s Committee on Economic Security ¢ 

Mr. Aurmryer. I became Assistant Secretary of Labor and when 
the Cabinet Committee on Economic Security was established they 
created a technical board and I was chairman of that technical board. 

Mr. Winn. And the President’s Committee on Economic Security 
and the technical board which was created had something to do with 
the first law on social security which was passed in 1935; did it not? 

Mr. Aurmeryer. Yes. 

Mr. Winn. And you participated in the hearings before Congress 
in connection with the pre posed bills which became the social-security 
law: did you not? 

Mr. Aurmeyer. Yes. 

Mr. Winn. And after the social-security statute was enacted you 
became a part of the org: anization which admi nistered that sts atute ; ‘did 
you not ¢ 

Mr. Atrmeyer. Yes. 

Mr. Winn. And what was your position at that time? 

Mr. Aurmeyer. I became a member of the Social Security Board 
which was a bipartisan board. Governor Winant, later ambassador to 
Great Britain, was chairman of the board—as you know, he was a 
Republican—and I was a Democratic member, and another man by the 
name of Vincent Miles from Arkansas was the other Democratic mem- 
ber. It was a three-member board and it retained its bipartisan char- 
acter until it was abolished in 1946, I believe, when I was made Com- 
missioner for Social Security with civil-service status. Do you want 
me to give you a connected statement ? 

Mr. Wiyy. If you will. 

Mr. Aurmeyer. Under the reorganization plan creating the Depart- 
ment of Health, Education, and Welfare, the position of Commissioner 
for Social Security was abolished and the position of Commissioner of 
Social Security was established. That reorganization plan became 
effective April 10 and the effect was, of course, that my position was 
abolished. 

However, about a year or so before that I had indie ated that I in- 
tended to retire on M: ay 8 when I reached the minimum retirement age 
of 62. Since then, as I stated at the beginning, I am retired. 

Mr. Wrxn. Mr. Altmeyer, I believe you have in front of you four 
tables (hypothetical amount of benefits under the (1) 1935 act. (2) 
1939 act, (3) 1950 act, and (4) 1952 act. which have previously ee 
introduced into the record of these hearings. 

Mr. Aurmeyer. I have nothing before me. 

Mr. Winn. I believe you have now. They have been marked “Ex- 
hibits 122 through 125,” respectively. I think you will find if you look 
at them than they show the hypothetical amount of benefits under, first, 
the 1935 act, exhibit 106, the hypothetical amount of benefits under 
the 1939 act, exhibit 107, the hypothetical amount of benefits under 
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the 1950 act, exhibit 108; and the hypothetical amount of benefits 
under the 1952 act, exhibit 109. (See pp. 832-835.) 

These show different amounts of benefits paid to different persons 
under varying assumed circumstances by virtue of the provisions of 
this statute as it was changed from time to time. 

You recall, do you not, that there was an amendment in 1939? 

Mr. Autrmeryer. Yes. 

Mr. Winn. And that changed the amounts of the benefits of the 
statute as it had been originally passed in 1935; did it not? 

Mr. Aurmeyer. Yes. 

Mr. Winn. It also added some new beneficiaries, as I recall? 

Mr. Aurmeyer. I do not know whether the net result was to in- 
crease the coverage or not. I have forgotten. 

Mr. Winn. It certainly provided for survivorship; did it not? 

Mr. Atrmeyer. I thought you said coverage. 

Mr. Winn. I said it provided for new types of beneficiaries. 

Mr. Aurmeryer. Yes, indeed, of course. 

Mr. Winn. And the 1950 amendment expanded the coverage con- 
siderably; did it not? 

Mr. Aurmeryer. Yes. 

Mr. Winn. And then there were other changes in the amounts of 
the benefits in the 1952 act; is that correct. 

Mr. AtrMeyer. That is right. 

Mr. Winn. So that at least three times since 1935 the act has been 
amended with the result that vital and quite large changes were made 
in the provisions of the statutes; is that not correct ? 

Mr. Aurmeyer. That is right. 

Mr. Winn. One of the things which the committee is interested in 
going into, Mr. Altmeyer, is whether the arrangements provide din 
title II of the Social Security Act are, in fact, insurance. The de- 
cision of the Supreme Court of the United States in Helvering v. 
Pavis, which is reported at Three Hundred and First United States 
Reports at page 619 is the decision which upheld the constitutionality 
of the system of Federal benefits provided under title II of the Social 
Security Act and that decision was handed down on the 24th of May 
1937. Do you recall that date? 

Mr. Atrmryer. Yes; very well. 

Mr. Winn. Did the social-security Jaw as enacted on August 14, 
1935, designate the title II arrangements as insurance, Mr. Altmeyer ¢ 

Mr. Aurmeyer. No, it did not. 

Mr. Winn. Were the monthly payments to be made to qualified in- 
dividuals under title IT of the 1935 act designated in the law as old- 
age benefits ? 

Mr. AurMerer. Yes. 

Mr. Winn. Mr. Altmeyer, in the brief filed by the Department of 
Justice with the Supreme Court in Helvering against Davis the fol- 
lowing statement is made in the brief beginning at page 20 and refer- 
ring to the Social Security Act. 

The act cannot be said to constitute a plan for compulsory insurance within 
the accepted meaning of the term “insurance.” 

Do you recall that phrase in the brief? 

Mr. Atrmeyer. I do not recall it. You certainly do not expect me 

to recall matters of that kind after 18 years; do you? 
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Mr. Wiyn. Not at all. We will show you the brief, Mr. Altmeyer. 

Mr. Atrmeyer. If it is there, why do you ask me? 

Mr. Wiyn. Mr. Altmeyer, I am asking the questions if you will 
please answer them. 

Mr. Avrmeyer. I am answering them, but I am asking you why you 
are asking me to aflirm things that are a matter of record ? 

Mr. Winn. Mr. Altmeyer, will you please refer to the brief and 
tell me whether that statement is in it? 

Mr. Atrmeyer. Yes. I see it in this brief. 

Mr. Winn. Will you turn to the signature page of that same brief 
and tell us the names and the titles of the Government officials whose 
names appear there? 

Mr. Aurmeyer. Homer Cummings, Attorney General; Stanley 
Reed, Solicitor General; Robert H. Jackson, Assistant Attorney Gen- 
eral; Charles E. Wyzanski, Jr., Sewall Key, A. H. Feller, Arnold 
Raum, special assistants to the Attorney General; Charles A. Horsky, 
attorney; Thomas H. Eliot, General Counsel—that means General 
Counsel of the Social Security Board—Alanson Willcox, Assistant 
General Counsel; and Robert P. Bingham, attorney for the Social 
Security Board. 

This brief is dated May 1937, if you desire to have that confirmed, 
too. 

Mr. Winn. Yes, I would; because as I recall it you were Chairman 
of the Social Security Board in May of 1937 when this brief was 
filed; were you not? 

Mr. Aurmeyer. Yes. 

Mr. Winn. Mr. Altmeyer, on May 24, 1937, you issued a press re- 
lease immediately after the Court decision, and I would like you to 
read the marked portion of that press release if you will. 

Mr. ALTMEYER (reading) 

The decision in the Massachusetts case validated the Federal old-age insur- 
ance program contained in the Social Security Act. 

Mr. Winn. On the next day, on May 25, 1937, in a prepared address 
before the National Conference of Social Work in Indiz anapolis, Ind., 
you made a statement which I would like you to read into the record, 
if you please, sir. 

Mr. ALTMEYER (reading) : 

The decisions handed down yesterday by the United States Supreme Court 
completely validate the unemployment-compensation and Federal old-age in- 
surance provisions of the Social Security Act. 

Mr. Winn. In 1945 in an article entitled “The First- 

Mr. Aurmeyrer. Just a second, sir. May I make a statement? 

Chairman Curtis. You may. 

Mr. Aurmeyer. If you will read that Supreme Court decision, and 
I have not read it for 18 years, I think you will find that the decision 
made clear that titles IT and TIXxX—— 

Mr. Winn. You mean the taxing provision ? 

Mr. Aurmeyer. Yes. 

Mr. Winn. Title VIII. 

Mr. Atrmeyer. Titles II and VIII were inseparable and formed a 
single plan. It rejected in effect the arguments made by Government 
counsel and, to my mind, clearly established that in the opinion of the 
Court both the contributions and the benefit titles made a single whole 
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which, in my humble judgment, can be properly described as an in- 
surance system. 

Mr. Winn. Have you finished? 

Mr. Aurmeyer. Yes. 

Mr. Wryn. In 1945, Mr. Altmeyer, in an article entitled “The First 
Decade in Social Security,” you wrote a sentence which I would like 
you to re ad into the record. 

Mr. Aurmeyer. Do you want me to read what you have marked ? 

Mr. Winn. Yes. 

Mr. Aurmryer. Nothing except what you have marked ¢ 

Mr. Esernarrer. Mr. Chairman, I think this matter to be read could 
be re: ad by a clerk. The witness is going to be tired if he is going to 
be subjected to cross examination continuously for 3 days as se heduled, 
and I think it would be just as well that a clerk read those things 
rather than having the witness do it. I think we ought to have a little 
consideration for him rather than have him read long statements that 
he made years ago. I object to it. If counsel wants to pursue it that 
way he will do so over my ob angers 

Chairman Curris. I do not believe the matter is long. Would 
you prefer not to read it, Mr. Altmeyer. 

Mr. Aurmryer. I prefer not to have isolated sentences and passages 
Noi speeches and documents of years ago when I do not have an 
opportunity to read the entire document to refresh my memory and to 
determine whether the excerpt properly presents the thought I had in 
mind at that time. As to this particular sentence that has been ab- 
stracted and marked by the counsel, I have no objection to reading 
that. 

Chairman Curtis. Will you please read it then. 

Mr. ALTMEYER (reading) : : 

In the spring of 1937 the Supreme Court dispelled any doubt as to the con- 
stitutionality of the insurance provisions of the act. 

Chairman Curtis. Did you have anything further you wanted to 
add there ? 

Mr. Avrmeyer. No, sir. 

Chairman Curtis. You may proceed. 

Mr. Winn. Mr. Altmeyer, let me say at this moment that, in the 
interest of saving time and because this information is the information 
which seemed to be pertinent to the inquiry, it is true that these state- 
ments have been excerpted. However, the entire speech and the entire 
article and the entire radio broadcast, or whatever it is, has been read 
and I think you will find, if you examine your records, that the mean- 
ing of what was said has not been distorted as a result of it being 
exc cerpted. It is certainly not the intention to so distort it and I think 
the result has been that no distortion has occurred. 

Mr. Aurmeyer. Of course, I am not in a position to judge. I have 
no idea of what you intend to ask me or why you intend to ask me. 
All I know is after having indicated to the chairman that I was pre- 
pared to testify when this committee reached the point when it was 
considering proposals, I received a subpena without any indication as 
to the questions I am to be asked or the items that are to be discussed. 
although I asked the chairman for that information so that I could 
prepare the necessary material so I could be of maximum help to this 
committee. 
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I submit, Mr. Chairman, with all due deference to you and to the 
committee that if you wanted the facts, the full facts, and a careful 
statement and my best judgment, it would have been far better to 
have informed me as to what you desired me to discuss. I have brought 
along materials, sir, in the hope that I will be able to answer your 
questions in an intelligent fashion. I certainly want to cooperate with 
this committee to the fullest extent, because I believe so thoroughly 
in social security that I want the full picture of social security to be 
presented. 

Chairman Curtis. Very well. We will now proceed with the next 
question. 

Mr. Exseruarrer. Mr. Chairman, I want to make a parliamentary 
inquiry. 

Chairman Curtis. All right. 

Mr. Esernartrer. Under the unanimous consent granted on the 
request of the chairman, the result is, if that is adhered to, no member 
of the subcommittee will be able to ask a question at any time during 
the next 3 days until the completion of all the questions asked by the 
counsel. Is that the implication? Is that the effect of it? 

Chairman Curtis. I am hoping we will get through before that. I 
am sure we will if we get along. We have a line of questions here. 

Mr. Exvernarrer. Has the witness been supplied with a copy of 
the questions ? 

Chairman Curtis. He has not. 

Mr. Esernarrer. He has no idea what subject he is going to be 
questioned on ¢ 

Chairman Curtis. I do not know what he knows. 

Mr. Esvernarter. The staff furnished the other witnesses in advance 
with a list of questions that were to be asked them. 

Mr. Winn. Mr. Altmeyer, on April 29, 1938, in a radio broadcast 
over a nationwide CBS hookup in the course of an interview by Miss 
Ruth Brine, you made a statement which I would like you to read 
into the record. 

Mr. Aurmryer. May I look to see what this is all about? 
[| Reading :] 

secause of the Social Security Act the present generation and generations of 
the future will have a happier old age. They will be spared much of the humili- 
ation and be relieved of much of the suffering that has too often been the lot 
of the aged. This program by which young and middle-aged workers of today 
can build up an insurance for their old age means that when they have reached 
the end of their working lives they will never be completely without resources, 
completely dependent on someone else for a living. Never will they be destitute, 
a burden on their loved one, or worst still, forced to seek charity. 

Mr. Evernartrer. I ask unanimous consent that the entire article 
be put into the record. 

Chairman Curtis. Without objection, it is so ordered. 

(The article referred to follows:) 


OLD AGE FOR 38 MILLION PEOPLE 


Full text of a radio interview with Arthur J. Altmeyer, Chairman, Social Security 
Board, by Miss Ruth Brine, a member of the educational staff of the Columbia 
Broadcasting System, broadcast over a nationwide CBS hookup, Friday, April 
29, 1938 


Miss Brine. Social security account card numbers have been assigned to more 
than 38 million persons in the United States; and correspondingly, more than 
38 million active old-age insurance accounts—your account among them—have 
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been set up in the Baltimore office of the Social Security Board where the world’s 
largest bookkeeping job is being done. 

Workers in both commerce and industry are building up credits toward old- 
age annuities. Trained Government employees are daily entering new hames 
in the files, as well as checking and recording periodic reportings by employers 
of the amount of wages paid to every wage earner—and so the Federal Govern- 
ment moves to provide security, to protect the old age of today’s workers. You 
may recall that the first application forms were distributed through post offices 
on November 24, 1936. Perhaps you were among the first to secure your social- 
security number. You may remember the form you filled out. That card you 
received, have you preserved it carefully as you were cautioned? or have you since 
cast it aside with the indifferent thought that at some vague time after you reach 
the age of 65 some sort of monthly refund would be made for the amcunt deducted 
from your paycheck each week and let it go at that? 

Well, in any case, the point is this: If you possessed an insurance policy, on 
which you were paying regular premiums you would certainly want to know 
just what sort of policy it was, what sort of protection it provided. Now, going 
on the assumption that your social-security card is your old-age insurance policy ; 
with full cognizance of the fact that you are paying a portion of your every pay- 
check, a portion matched equally by your employer, for financial protection in 
your old age—surely it must be gratifying to you, as it is to me, to know that your 
investment offers you more insurance than you can possibly get anywhere in the 
world for the same amount of money that you pay. Specifically every worker, 
regardless of wage or length of service is assured of a larger monthly retirement 
payment than he could buy from any private insurance company with an amount 
equal to what he has contributed to this plan. To answer the current and most 
pertinent questions as to what your social-security card means to you, and what 
you should know about it, we have here in the studio this evening Arthur J. 
Altmeyer, Chairman of the Social Security Board. Mr. Altmeyer, what does the 
social-security card which 388 million people in the United States possess, mean to 
the welfare of the present and the future generation? 

Mr. ALTMEYER. Because of the Social Security Act, the present generation and 
generations of the future will have a happier old age. They will be spared much 
of the humiliation and be relieved of much of the suffering that has too often 
been the lot of the aged. This program by which young and middle-aged workers 
of today can build up an insurance for their old age means that when they have 
reached the end of their working lives they will never be completely without re- 
sources, completely dependent on someone else for a living. Never will they be 
destitute, a burden on their loved ones or, worse still, forced to seek charity. 

Miss Brine. Knowledge that he can never be totally dependent in his old age 
even in troubled unpredictable times should give the worker a deep-rooted 
confidence in himself. 

Mr. ALTMEYER. I myself am confident, Miss Brine, that the assurance of a 
regular monthly income for life after age 65 will encourage the worker of today 
to make further plans for his independent old age; it will inspire him in many 
cases to make payments on a little home that will someday be his; it will be 
an incentive for him to save * * * because he knows that he has a backlog 
which no one can take from him. 

Miss Brine. Why didn’t Congress frame the social-security law to furnish 
complete security? 

Mr. ALTMEYER. We could not legislate for complete security even if we wanted 
to. The present law represents a minimum, a foundation. Even when, as we 
hope, our social-security program is more complete than it is today, it will not 
furnish security ready made. Rather, its purpose is to give people a better chance 
to achieve security on their own terms. 

Miss Brine. Why is it that the Social Security Act appears so complicated to 
most people? 

Mr. ALTMEYER. The act really isn’t complicated. If it looks complex, it is 
only because it is relatively new and because it covers so many millions of people. 
It offers the vast majority of American wage earners insurance against poverty 
in old age and against want during temporary unemployment. It extends and 
strengthens provisions for the needy and for the protection of public health and 
child welfare. Its provisions have to be set forth in technical language. But 
in terms of what it really does it is simple and, what is more, it is workable— 
and it is working. 
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Miss Brine. Mr. Altmeyer, does not this national plan of social security, admin- 
istered as it is by the Federal Government, tend to destroy individualism and 
that quality of self-sufficiency of which the American people have always been 
so proud ? 


Mr. ALTMEYER. Only when we re: 


lize how relatively few of our people are self- 
sufficient—even during what we refer to as good times do we realize that it is 
foolish to pretend that against the uncertainties of modern life man can stand 


alone 





For, regardless of his individual courage, resourcefulness, and determination, a 
man’s life and security now rests too much upon impersonal factors beyond the 
worker’s control. 

As to individuality, old-age insurance is based squarely upon individual earn- 
ings and employment What a man gets in his old age unter this system is his 
by right of his direct personal contribution and the contribution of his employer. 

Miss Brine. Regular monthly payments under the social-security program are 
scheduled to begin in 1942. Is that correct, Mr. Altmeyer? 

Mr. AttMEYER. Yes, Miss Brine, after 1942 practically every industrial and 
commercial wage earner in the United States will receive a monthly annuity for 
life when he reaches 65 and retires from regular employment. ‘These monthly 

nnuities will be based on wage accounts which as you mentioned previously are 
being kept at our office in Baltimore. As you doubtless know, the payments 
are to range between $10 per month, which is the minimum, to $85 a month which 
is the maximum, * * * 

When payment falls due—workers do not have to prove they are in need to 
be eligible for monthly checks—for benefits are paid regardless of need * * *, 

Miss Brine. Since December 31, 1936, workers have been paying their social 
security tax—what then happens to a worker who becomes 65 prior to 1942 when 
the monthly payments begin? 

Mr. ALTMEYER. Prior to 1942, the only benefits paid will be lump-sums * * *, 
Upon reaching age 65 the wage earner will be entitled to a lump-sum payment 
equivalent to 81% percent of the total wages he has been paid—up to $3,000 a 
year—since the old-age provisions of the Social Security Act became effective 


on January 1, 1937 * * *. It is not necessary for the worker to retire in order 
to get this lump-sum payment _? To mention specific illustrations a checker 
in a New York dress house became 65 years old recently. He drew $34 from our 
fund at that time * * * Payment was made promptly to him as it was to 


} } 


the president of a large public utility, who drew $105 when he became 65 * * *, 
In the event of the death of a worker, a lump-sum payment of 314 percent of his 


total ages since December 831. 1936, is paid to his close relatives or to his 
estate ' \ few months ago a young salesman died—$70 was then paid to 
his wife * ' So you see Uncle Sam has already begun paying off. Claims 


are being paid at the rate of 700 a day The payments, of course, will increase 
as the workman accumulates his wage credits 

Miss Brine. Mr. Altmeyer, what of the person who became 65 before this social 
security law went into effect? 

Mr. ALTMEYER. Social insurance, like private insurance, has its limitations. 
It is obvious that you can’t insure people who are already old against old-age 
dependency any more than you can insure your house after it has been burned 
to the ground However, to take care of old people without resources the 
Social Security Act has another provision for assistance on the basis of need. * * * 
With Federal grants to match State funds, the States are making cash allow- 
ances to nearly 2 million of the needy aged. * * * However, eventually it is 
hoped the old-age insurance system will be extended to include practically all 
wage earners. * * * 

Miss Brine. As I recall, Mr. Altmeyer, when the Social Security Board re- 
quested necessary personal information for its files, it promised at that time to 
keep those files confidential. * . 

Mr. AttMeyer. Those files have been kept confidential, Miss Brine. And no one 
but trusted workers on the Social Security Board ever see these records. The 
purpose of the Board is to protect the worker against any outside attempt to 
utilize its confidential information for any reason whasoever. No employer 
and no other branch of the Government has access to these files. This record 
kept in Baltimore is a matter between the Social Security Board and the worker 
made for his protection. * * * 

Miss Brine. I suppose the question of what a worker should do when he 
loses his card seems like a question of minor importance to you, Mr. Altmeyer? 
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Mr. ALTMEYER. On the contrary, I should like to emphasize the statement that 
if a worker loses his card he should write immediately to the Social Security 
Board for another, enclosing information which he has previously given, and 
another card with his same number will be sent back to him. He has one card 
for life—one number for life, no matter where he goes or what he does—to 
avoid any mixup which might cost him dearly in the future he shculd always 
check immediately with us, if he loses his card. 

Miss Brine. Mr. Altmeyer, as my concluding question I would like to know 
how I or any of the 38 million people who have social security account cards 
may be sure that the money will be paid as promised? 

Mr. ALTMEYER. If you believe in the strength and integrity of the Govern- 
ment of the United States you may believe just as confidently in its promise 
to pay your old-age insurance annuity when it falls due. The Government 
never yet has defaulted in its obligations and never will. 

Miss Brine. Thank you, Mr. Altmeyer, for your frank and complete explana- 
tion of what our social security cards mean to us * * * we who make up those 
38 million numbers on your file. Security in old age is the dream of every 
man and woman in America. You have shown what a major advance the 
Social Security Act is in the attainment of economic security for the individual 
and his family. 

Mr. Esernarrer. I give notice that after this when the witness is 
asked by counsel to read excerpts from certain speeches or certain 
articles I want the entire material, speech, and so on, put into the 
record. That is my unanimous-consent request right now. 

Chairman Curtis. It is going to make a rather voluminous record 
and a very weeny record, but we have no objection to the full 
material going in. I do not believe the gentleman from Pennsylvania 
will want to insist on the reproduction of all these volumes that are 
a matter of record already. 

You may proceed with the next question. 

Mr. Winn. On September 19, 1938, in an address by you entitled 
“Old Age Security Today and Tomorrow,” which was broadcast over 
the NBC network, you made some statements about insurance. I 
would like the clerk to hand that material to you and for you to read 
those statements into the record. 

Mr. Aurmeryer (reading) 

When the American people finally awakened to the plight of their old people 
they determined to forestall this kind of mass dependency for the future, and 
so they also included in the Social Security Act a provision for old-age insurance. 

“Tnsurance” is italicized. 

Mr. Winn. On page 5 of that same address there is another portion 
that is marked, Mr. Altmeyer. 

Mr. ALTMEYER (re: iding) : 

The very fact that this is an insurance program means that benefits must bear 
some relation to contributions and that some contributions must have been made 
before the benefits are due, and that in turn means that it takes time to feel the 
full beneficial effects of this protection. To expect anything else is about as 
reasonable as it would be to expect to pick a crop of apples the day after the 
sappling had been set out in the orchard, so those who complain that our old- 
age insurance program is too slow should be careful lest they throw the insurance 
principle overboard in their efforts to speed it up because by and large Americans 
believe that each man ought, insofar as possible, to do his part for his own 
security. Insurance makes a strong appeal. 


I certainly appreciate your calling my attention to these earlier 
statements. They mean exactly what I intended them to mean and 
they mean just what I mean today and believe in today. 

Mr. Wrxn. And again in 1938, Mr. Altmeyer, in another publica- 
tion entitled “Old-Age Insurance Safe as the U.S. A.” which I believe 
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was a publication of the agency, we find two sentences which I would 
like the clerk to hand you read into the record. 
Mr. ALTMEYER (reading) : 


While the Government old-age insurance system is new in America, private 
old-age insurance is not. For years the comparatively few Americans who could 
afford it have protected themselves against a dependent old age by purchasing 
annuity policies. Naturally they choose insurance companies with a sound 
background of financial strength and integrity, those with a reputation of pay- 
ing promptly when annuity checks are due or settling promptly with the estate 
when the policyholder dies. What makes such insurance companies financially 
strong is the soundness of their investments and of the methods by which they 
conduct their business. The same tests apply to old-age insurance as it is being 
conducted by the Federal Government. This system stands firmly on four 
definite protective measures. They were written into the Federal law when 
the Social Security Act was passed in August 1935 and they were upheld by the 
Supreme Court of the United States in a decision handed down in May 1987. 
These four provisions give ample assurance that the plan is sound and that its 
operation is efficient. 

Through them the law does the following things: It specifies the basis for 
working out the exact old-age benefits claim of each insured person. It pro- 
vides revenue to finance these claims through taxation on both employers and 
employees. It directs Congress to support the program by annual appropria- 
tions. It entrusts the task of managing these funds to the United States 
Treasury. Briefly this is how the old-age insurance system works. Under the 
provisions of the Social Security Act employers and employees pay certain 
taxes. With these taxes the general receipts of the Federal Government are in- 
creased sufficiently so that it is possible for the Government to finance old-age 
insurance. 

You have something marked in red within the part marked with 
an ordinary pencil. Do you wish to have that read, too. 

Mr. Winn. That is perfectly all right. That is sufficient, Mr. 
Altmeyer. While you have that publication before you, that was a 
publication of the Social Security Board in 1938, was it not ? 

Mr. ALTMEYER. Yes. 

Mr. Winn. And you were at that time Chairman of that Board? 

Mr. Auttmeyer. That is right. 

Mr. WinN. On February 1, 1939, Mr. Altmeyer, before the full 
Ways and Means Committee of the House conducting hearings on 
social security, in the course of your testimony you mé¢ ide several state- 
ments which I would like the clerk to hand to you for reading into 
the record. 

The first, I believe, is on page 4 of volume I, Committee on Ways 
and Means, 76th Congress, Ist session, February 1, 1939. 

Mr. ALTMEYER (reading) : 

Because of its nature as an insurance program— 
insurance in italics— 
the Social Security Board does not believe that it is possible to bring under 
this system all persons who have already retired from gainful employment. Even 
though it were considered reasonable to pay benefits regardless of the fact that 
no past contributions had been paid, either by these individuals or by their em- 


ployers, it would be impossible to obtain adequate wage records upon which to 
compute benefits. 


Mr. Winwn. If you will turn to page 57 of that same volume I for 
another portion of your testimony, on the Ist of F ebruary 1939. 

Mr. Atrmeyer (reading) : 

Insurance, unless the term is to lose the meaning which it has always had, 
implies protection built up in advance by a prior assumption of responsibility 
and by widespread pooling of risks, and contributions. That is precisely what we 
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have in our old-age-insurance program. Wage earners build up protection during 
their working years by joint contributions paid by themselves and their employ- 
ers. Because this is insurance in fact as well as in name, it is not an appropriate 
method of providing what might be called protection after the fact, that is, for 
those already old. Even though it were considered reasonable to pay benefits 
to those who have already passed retirement age, regardless of the fact that 
no contributions had been made in their behalf, it would be impossible to secure 
the wage records necessary to determine benefits. 


Mr. Esernarrer. Mr. Chairman, I would like to read into the rec- 
ord at this point from the Compilation of Social Security Laws, Senate 
Document No. 27, 82d Congress, Ist session, section 201 (a) : 

There is hereby created on the books of the Treasury of the United States a 
trust fund to be known as the Federal old-age and survivors insurance trust fund, 
hereinafter in this title called the trust fund. 


Chairman Curtis. We will come to that in due order. We will 
cover all of that material, Mr. Eberharter 

Mr. EsernArtrer. Can that provision of the law not go in the record 
at this point? 

Chairman Curtis. Yes. What you read is going into the record, 
surely. 

Mr. Wryy. I would like you to turn to page 24 of that same volume 
and read the marked portion from the final report of the Advisory 
Council on Social Secur ity. 

Mr. ALrMEYER (reading) : 

Under titles II and VIII through separate provisions for old-age benefits and 
payroll taxes on employers and employees there was established in effect a na- 
tional system of old-age insurance. The method of insurance was an proved by 
Congress as a means of preventing old-age dependency and of assuring protection 
to qualified individuals as a matter of right without the use of the means test. 

Mr. Wrxn. On August 7, 1939, you had a press conference which was 
apparently reported steno iphically. I would like you to read into 
the record the marked portion of your statement from page 1, which 
statement was made at that press conference. 

Mr. AurTMEYeER (reading) : 

You take this old-age insurance system that is going into effect next January 1. 
It has been changed into an old-age and survivors insurance system, with 45 
million people. Think of it; it is just as if yon had written a group insurance 
policy, covering 45 million people and it is because it is like trying to read the 
fine print in that insurance policy that it is hard to understand. I do not suppose 
that you men here who are covered under a group insurance policy have ever 
looked at the policy or certainly not the fine print, the ifs, the whereases, and 
buts that are contained in there, but they are all there. When you have 45 million 
people and you try to write a group policy, so to speak, which will cover the 
individual circumstances of 45 million people, then you realize what a compli- 
cated piece of legislation you have. Here is one overall blanket policy to cover 
15 million people. That is the number that we have set up accounts for over at 
Baltimore at the present time. And as I said, it is now not only an old-age retire- 
ment insurance policy, but it is a policy to give protection to survivors, and 
survivors not only of these old people after they have retired or died, but sur- 
vivors of the young workers who have not reached retirement age. 

Mr. Winn. And in November of 1939 vou addressed the Interna- 
tional Labor Organization Conference in Habana, Cuba. I would like 
the clerk to hand you your address at that time and for you to read 
into the record the marked sentence. 

Mr. ALTMEYER (reading) 

Only a few months ago the Congress of the United States of America amended 
the national contributory old-age insurance system to convert it into a system of 
old-age and survivors insurance. 
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Mr. Winn. In January, 1940, Mr. Altmeyer, the Social Security 
Board issued a public ation en aye ‘Old Age and Survivors Insurance 
for Workers and Their Families.” Would you please read in the 
record the marked porti« n of page 10 of th: t book] tt which the clerk 
will hand you. 

Mr. Atrmeyer (reading) : 

If you work on a job covered by this law you pay a tax to the Federal Govern- 
ment and so does your employer. These taxes go into the fund out of which your 
benefits will be paid later on. The tax is a sort of premium on what might be 


called an insurance policy which will begin to pay benefits when you qualify at 


age 65 or over or in case of your death. 


I completed the sentence. You bracketed the last sentence in the 
middle and I completed that last sentence. 

Mr. Winn. That is all right. The Social Security Board had 
another publication entitled “Your Social Security Card, Why You 
Have It, and What You Do With It,” which was an «1 in Decem- 
ber of 1940. Will you read the marked portion of that publication, 
the marked portion being on page 2, which the clerk will hand you. 

Mr. ALTMEYER (reading) : 

Your Social Security Act number card shows that you have an insurance 
account with the United States Government, Federal old-age and survivors’ 
insurance. This is a national insurance plan for all workers in commerce and 
industry, that is, in factories, mines, mills, shops, stores, offices, hotels, and 
other places of business. The purpose of this insurance is to pay a regular 
income when the wage earner is old and stops working or to his family if he dies. 
These monthly insurance payments are based on wages and jobs that come under 
the system. Every day’s pay on such a job helps to build up your insurance 
protection. Even if you work only part time in jobs of this kind you must have 
your account card. 

Mr. Esernarrer. That is in line with what Congress enacted, 
it not ? 

Mr. Aurmeyer. All of this, Mr. Congressman, I believe is thor- 
oughly in line with what Congress enacted. 

Mr. Dincevy. This is just now being questioned, is that it ? 

Mr. Aurmeryer. Yes. 

Mr. Dineett. I can interpolate as we go along, as I understand, or 
can IL? 

Chairman Curtis. Before you came in, the committee agreed that 
the committee members would withhold their questions until after 
counsel had concluded. 

Mr. Dince.x. It does not preclude the members from making com- 
ments ¢ 

Chairman Curtis. No. 

Mr. Winn. In December of 1940, Mr. Altmeyer, the Social Security 
Board issued a pamp yhlet or a “throwaway” entitled, “Make Your 
Money Count.” Will you please read into the record the marked por- 
tion from that pub lication which will be handed to you by the clerk. 

Mr. Aurmeyer. I might say that I do not like your description of 
“throwaway,” although | understand that isa technical term. I would 
hope that people would keep this because I think the information con- 
tained therein is very important. 

Mr. Dinertt. As long as I am here I am going to have something 
to say about this. Do you havea ps air of Oregon boots on ? 

Mr. Aurmeyer. No; I have a pair of 3-year-old shoes that T have 
had resoled twice. 
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Mr. Dincevi. Or chains and wristlets on ? 

Mr. AutmMeyer. No. 

Mr. Dincewu. Bringing a man like vou here under subpena. Mr. 
Chairman, you ought to be ashamed of yourself. 

Chairman Curris. At this point we will have certain letters read 
into the record. 

Mr. Aurmeyer. Do you want me to finish this. 

Chairman Curtis. Just withold that for a moment. 

Mr. Dince.i. He has done more for the social security, Mr. Chair- 
man, than you ever imagined is possible and for the people a the 
United States. 

Chairman Curtis. No one has questioned anyone’s motives or what 
they have done. We are conducting a fact finding study on what the 
social security is and how it operates. The following letter was 
written by me and mailed to Mr. Altmeyer after action = the full 
subcommittee and approval of the letter and it is dated July 31, 1953. 

Mr. Dineen. You did not get an approval by the full | ‘ommit- 
tee on the subpe na, did you! 

Chairman Curtis. This one was addressed to Mr. Altmeyer at the 
Fairfax Hotel, 2100 Massachusetts Avenue NW., Washington, D. C., 
June 9, 1953. ‘This is the letter that was approved by the full subcom- 
mittee: 

DEAR Mr. ALTMEYER: As you know, I have been appointed chairman of a Ways 
and Means Subcommittee to conduct a study of social security, with particular 
reference to the Federal programs dealing with income for the aged. 

Mr. Dinceii. We have heard all that before. Why read it? 

Chairman Curtis. The gentleman will please let me proceed. These 
hearings have been going on for 2 weeks. I am sorry you could not 
have been here. 

I am determined that this shall be a thorough, objective, fact-finding investiga- 
tion, which will enable the Ways and Means Committee to write legislation early 
in the next session. 

In order to inform the members of the committee fully and accurately, I con- 
sider it indispensable to have presented a fair and complete statement of the 
principles underlying the present programs of old-age and survivors insurance 
and old-age assistance. For such a statement, I know of no one better qualified 
than you, who have been associated with the Social Security Administration 
since its inception. Therefore, I should greatly appreciate it if you would pre- 
pare such a statement of principles for the subcommittee. 

Responding to this request might, of course, be regarded by some as merely 
rendering a public service. However, since I regard you as the outstanding 
authority on the present system, I would expect to arrange for remuneration in 
a manner comparable with what we pay our expert consultants. 

I trust that I will hear from you at your earliest convenience. I am sure that 
we will have no difficulty in mutually agreeing on the scope and subject matter 
of this statement. 

Sincerely yours, 
signed by me as chairman of the committee. 

Mr. Dince.it. Would you read the reply of Mr. Altmeyer? 

Chairman Curtis. That is what I am reading next. 

Mr. Dincett. Why was Mr. Altmeyer to be called in as a consultant 
to the subcommittee? He was performing a public service in a de- 
partment for a measly salary when he was worth 10 times that amount. 
You wanted him as a consultant after your administration fired him. 
He is the biggest asset social security ever had, the man who graphi- 

sally outlined it, the man who helped build and protect it, liberalize it, 
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e xpand it, and provide measure for its permanency, its solvency, and he 
was fired by the present administration and then you want him to come 
in as a consultant. 
Chairman Curtis. You have asked why I called on him. You failed 
to listen to the letter. Here is what I said. 
Mr. Dincetu. I know all about the letter 
Chairman Curtis (reading) : 


However, since I regard you as the outstanding authority on the present sys- 
tem. 


That was the reason. 

Here is Mr. Altmeyer’s reply. 

Mr. Drnceii. You wanted him as a consultant. 

Chairman Curtis. The following letter is dated June 23, 1953, ad- 
dressed to me as chairman of this subcommittee, from Mr. Altmeyer: 


Dear Sir: I have your letter of June 9, requesting me to prepare for you a 
“statement of the principles underlying the present programs of old-age and 
survivors insurance and old-age assistance.” You state that you would expect 
to arrange for remuneration for this service. 

to say that not only do I believe that the preparation of such a 
Ss unnecessary but that I believe compliance with your request would 
m rather than help the cause of social security. 
find a complete discussion of the principles underlying our social- 
security system, a description of the way the Social Security Act is functioning, 
and specific recommendations for improving it in the reports I have submitted 
annually to the Congress and in the testimony I have given before the Committee 
on Ways and Means on many occasions. 

I very much regret being obliged to say to you further that I do not believe 
that any restatement I might prepare at this time would be likely to change 
your personal opposition to social insurance which you expressed when the 
Committee on Ways and Means considered the 1950 and 1952 amendments to 
the Social Security Act. You not only opposed these amendments which greatly 
improved the act but you voted for the Gearhart amendment in 1948 which took 
away the protection of the old-age and survivors insurance system from a half 
million workers. 





Mr. Dinceii. That was in the 80th Congress, was it not? 
Chairman Curtis (reading): 


Even after you became chairman of this subcommittee you have continued 
to express your personal opposition to social insurance Moreover, you have 
appointed as staff director a person who also is on record as opposed to social 
nsurance 

Under these circumstances I must say that I do not see how it is possible for 
vou to carry out your avowed determination that “this shall be a thorough, ob- 
ective, fact-finding investigation.” Therefore, I am of the opinion that my 
participation in the manner you propose would only serve to confuse and mis- 
lead the friends of social security as regards what I am constrained to believe 
; bound to be a biased investigation by you and your staff director. 

I know that you say that you are for social security and are only opposed to 
what you allege are inequitable and unsound provisions in the present system. 
However, you have consistently attacked the basic principles underlying con- 
tributory social insurance and have advocated the abandonment of these prin- 


( ples 


Mr. Dincett. Mr. Chairman—— 

Chairman Curtis. Mr. Dingell, please let me read the letter. 

Mr. Drncetxi. Are you beyond being asked questions as we go 
along? 

Chairman Curtis. I am not answering questions. I am not on the 
witness stand. [Reading. ] 


Specifically, you have opposed the payment of benefits as a matter of right; you 
have opposed the payment of benefits related to wage loss; you have opposed 
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any long-range financing plan to provide assurance that future benefits will be 
paid. By criticizing the fact that insured persons who are well-to-do as well as 
persons without resources receive the benefits provided by law, you seem to be 
in favor of some sort of means test. And, of course, you have always con- 
tended that the old-age and survivors insurance system is not insurance, 
although it is so designated in the law itself. 

Mr. Dinceti. And it was done by Congress. 

Chairman Curtis (reading) : 

I trust you will believe me when I say that I find it painful to use such 
blunt language and that I am impelled to do so only because of the grave danger 
to social security which I believe your present views represent. 

I should like to make it clear that I am not charging that the subcommittee as 
a whole is opposed to social security. I am not familiar with the views of the 
other majority members but I do know that the minority members have always 
been staunch advocates of social security and have played a leading part in the 
development of the present social-security system. I would also hope that you 
yourself will modify your views as the committee proceeds with its deliberations. 

I should also like to make it clear that I shall be glad to present my views to 
the committee when it undertakes the consideration of specific proposals and 
the report and recommendations of your staff. 

Sincerely, 
A. J. ALTMEYER. 

Mr. Dinceti. Mr. Chairman, may I extend my congratulations to 
Mr. Altmeyer on the thoroughness of his e xpression and I would like 
to ask whether he has anything further to say to amplify that letter 
since he has written it or whether certain things have come to his mind 
since that time that would be worthwhile to mention for the edifica- 
tion of the chairman and his counsel, because the counsel does not 
represent me, Mr. Altmeyer, nor, I am sure, Mr. Eberharter, my 
colleague. 

Chairman Curtis. Mr. Dingell, I have no objection to you taking 
part in this deliberation. 

Mr. Dincetx. It would not make any difference, would it? Do not 
pound that gavel at me too much. 

Chairman Curtis. We have been conducting these hearings for about 
2 weeks now. The record will speak for itself to those who want to 
read it. 

Mr. Altmeyer, on July 31, 1953, I wrote you again at your Madison, 
Wis., address as follows: 

DreAR Mr. ALTMEYER: This is to acknowledge your letter of June 23, 195 

I have purposely delayed replying in the hope that, after more deli bobinte 
consideration, you would change your mind. I now conclude that such is out of 
the question. 

I would like to say that, before mailing my letter of June 9, it was read to 
the members of the subcommittee and received their unanimous approval. 

Sincerely yours, 

Mr. Dinceizt. After the letter of June 9, the committee members 
did not see any other correspondence and were not advised, and I want 
Mr. Altmeyer to know that. We saw the June 9 letter and none 
thereafter. And you know it, Mr. Chairman. 

Chairman Curtis. That is correct. 

Proceed, Mr. Counsel. Just a minute. 

Mr. Esvernarter. Mr. Dingell made a request that Mr. Altmeyer 
be permitted to amplify the letter which the chairman just re: id. 

Chairman Curtis. All right. 

Mr. Evernarrer. Are you going to refuse that request ? 

Chairman Curtis. Proceed, and add anything to the letter you wish. 
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Mr. Aurmryer. After receiving the letter you wrote to me, I re- 
ceived no further word until some time in the latter part of September 
a United States marshal served a subpena upon me to appear before 
this subcommittee on November 6. At the time I was engaged in the 
pleasurable occupation of laying some brick on a terrace at my home 
in Madison, enjoying life, and I must say that the subpena came as 
rather of a shock. I immediately wrote the chairman. 

Mr. Enernarrer. In your long experience in Washington have you 
ever heard of anyone being subpenaed to testify at a legislative 
hearing ? 

Mr. Aurmryer. No, sir, and I wish to call attention to the fact 
that I informed the chairman of the subcommittee that 1 was prepared 
to testify when this committee had reached the point that it was con- 
side} ing proposals and rer ommendations. 

Chairman Currts. May I say at that point that this is not a legis- 
lative committee and we are not considering proposals for legislation. 

Mr. Dinceii. That is what it was established as in the first instance 
or you would not have had an inquisition. 

Chairman Curtis. It was not established as that. It was repeatedly 
tated to the full committee that the full committee would write the 
legislation. You may proceed. 

Mr. Aurmeyer. Upon receiving this subpena I wrote the chairman 
of the subcommittee as follows: 

I have just been served with a subpena, signed by you, directing me to appear 
before your subcommittee on social security on November 6. I have already 
made engagements which will take me away from Madison most of the month of 


October and the first week in November. Therefore, I would appreciate your 
permitting me to appear at least a week later. I would also appreciate your 
furnishing me with a list of the questions you wish to ask or at least the specific 
tems you wish me to discuss. This will make it possible for me to assemble 
the necessary material so that my testimony may be helpful to the subcommittee. 

As I indicated in my letter to you, dated June 23, you will find a complete dis- 

sion of what I consider to be the principles underlying our social-security 


system, a description of the way the Social Security Act is functioning, and 
specific recommendations for improving it in the reports I have submitted 
al illy to the Congress and in the testimony I have given before the Ways and 
Means Committee on many occasions. If you have not had the time to examine 
this material, I would suggest that you have your staff do so on your behalf. 

As I also indicated in my previous letter, because all of the foregoing material 
is readily available, I felt that I could be most helpful if I presented my views 
to the subcommittee when it undertakes the consideration of specific proposals 
and the report and recommendations of its staff. Since your committee has 
been at work for some time it may be that you now have before you specific 
proposals and a preliminary report from your staff. If so, I would appreciate 
receiving a copy to study prior to appearing before your subcommittee. 

Mr. Dinceiu. Did you get anything like that ? 

Mr. Artmeyer. No, sir. The only response I got to that was this 
letter of November 11 signed by the chairman of this subcommittee. 

Pursuant to the subpena served on you September 24, 1953, I would like you 
to appear before the subcommittee on social security on Friday, November 27, 
at 9:15 a. m. We want you to testify that day as well as Saturday, Novem- 
ber 28, and Monday, November 30. 

I may say that I appeared here at 9:15 and was told that the hear- 
ing would not be held until 10 o’clock. I then had time to read the 
morning paper and I find that to my astonishment the chairman of this 
subcommittee is quoted as saying that 
Mr. Dincett. Read the whole article. Let us have the benefit of it. 
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Mr. AurMEYER. Do you want the whole article / 

Mr. Dinceti. For my benefit at least. 

Mr. AtrmMeryer (reading) : 

Former Social Security Commissioner Arthur J. Altmeyer has been sub- 
penaed by a House committee studying social security after sharply rejecting 
an invitation to testify voluntarily. Altmeyer was said to have written members 
of the House Ways and Means subcommittee that he would not testify voluntarily 
because he felt the subcommittee was established to wreck the social security 
program. 

Altmeyer was a Federal social security official from the time of the pro- 
gram’s inception in 1935 until he was forced out of office by the Eisenhower 
administration a few months ago. The subpena calls for his appearance before 
the subcommittee on Friday, Saturday, and Monday 

The subcommittee is headed by Representative Carl T. Curtis, Republican of 
Nebraska, who confirmed— 
and thisis the part that astonished me— 


who confirmed that Altmeyer had declined an invitation to appear voluntarily 
before the subcommittee. 

I want to emphasize that I had never been asked to appear before 
the subcommittee and I am only too delighted to appear. 

Chairman Curtis. Mr. Altmeyer, you said that you were surprised 
at that news release. Likewise, wasI. Several press services asked me 
the question and I made no such statement to any of them. 

I want to read also in this exchange of letters my letter to you of 
October 5 addressed to you at Madison, Wis. 


DeaR Mr. ALTMEYER: This will acknowledge your letter of September 25, 
1953, in which you ask permission to appear before the House Ways and Means 
Subcommittee on Social Security at some time after November 6. 

As an accommodation to you, I will postpone the time for your appearance 
before the subcommittee. Since this will involve replanning for the hearings, 
I am unable to inform you now as to the exact date. Therefore, I must ask 


that you be prepared to appear before the subcommittee at some time between 
November 9 and November 30, 1953. 

Sincerely yours, 
and I signed that as chairman. 

Mr. Aurmryer. Yes; I must amend that statement that I did not 
hear from you until this subsequent letter giving me the exact dates 
of this hearing. 

Chairman Curtis. Yes. In the meantime I did write you and told 
you as an accommodation to you I would not call you at the time 
you did not want to be here. 

Mr. Aurmeyrer. Yes, but let me point out that you neglected to 
respond to my request that 1 be informed as to the questions or the 
items which you wished to have me discuss. That is the point I wish 
to make. 

Mr. Enernarter. I want to interpose here that all the other wit- 
nesses selected were given an advance written copy of the questions 
that would be asked during the course of their testimony by the counsel 
for the committee and in most instances the witnesses had written 
and prepared answers. 

Chairman Curtis. Counsel will proceed. We will end this filibuster 
right now. 

Mr. Esernartrer. Mr. Altmeyer should consider himself a very 
exceptional witness because he has not been given the recognition 
other witnesses were. 
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Mr. Dincerx. There was a delay in hearings that was not occasioned 
by anything Mr. Altmeyer did. You, Mr. Chairman, I believe, caused 
the delay on your own initiative from the 2d to the 12th of November. 
Am I right, Mr. Clerk? Yes, I have a letter to that effect. 

Mr. Winn. Mr. Altmeyer, will you please read the marked portion 
from the publication entitled “Make Your Money Count.” 

Mr. Avrmeyer. I did not finish reading this in full. 

Chairman Curtis. Pardon me. You may proceed. 

Mr. ALTMEYER (reading) : 


Curtis said he did not want to “embarrass” Altmeyer by discussing the matter 
in advance of his appearance. He said he had not consulted other subcommittee 
members in advance on the subpena. He declined to say whether he had 
discussed it with Representative Daniel A. Reed, Republican of New York, 
chairman of the full committee. 

While subpenas have been used freely in recent years by congressional investi- 
gating committees, use of such a device to obtain a witness’ views on a legis- 
lative matter is relatively rare. A subpena carries an implied threat of 
prosecution for failure to comply. 

Representative Herman P. Eberharter, Democrat, of Pennsylvania, told a 
reporter Altmeyer “probably has what appears to him to be good and sufficient 
for refusing to appear before the subcommittee voluntarily. Eber 
harter was not assigned originally as a member of the subcommittee, but 
recently has been attending meetings because the regular Democratic members 
could not be present. Eberharter has been critical of the way the subcommittee 
conducts its business generally. There also have been Democratic complaints 
that the subcommittee has handpicked witnesses who do not like the present 
social-security program. 


reasons” 


Mr. Dincetx. Mr. Chairman, let me just comment on this briefly. 

Chairman Curtis. All right. Make it brief. 

Mr. Dincetx. This sort of thing I do not believe, Mr. Altmeyer, 
would stand up in the courts, getting a man to come forth and testify 
in legislative matters. I think that the power of subpena is, under the 
reorganization, permissible in matters pertaining to an inquisition or 
investigation where fraud, criminal acts, and so forth may be involved, 
but not in legislative matters, where we assume to improve the existing 
law by obtaining the opinions voluntarily of witnesses who would 
have an interest. Do you subscribe to that ? 

Mr. Aurmeyer. Mr. Chairman, I certainly would not want to be 
technical in refusing a request, let alone a subpena. I am informed 
though that technically I would not have been obliged to respond to 
this subpena, but I would not think of raising a technical sisction 
because I welcome this opportunity to appear before the subcom- 
mittee. 

Mr. Dincetit. Why did you not do this? Never mind the techni- 
eality. Just take the subpena, tear it up, and then come voluntarily. 

Chairman Curtis. You may proceed, Mr. Counsel. 

Mr. Winn. Have you finished reading what you had, Mr. Alt- 
meyer / 

Mr. Arrmeyer. I have some other things I would like to say when 
you are finished. 

Mr. Winn. All right. 

Mr. Eseruarrer. That will be 2 or 3 days from now. 

Chairman Curtis. The witness may proceed. 

Mr. Arrmeyrer. I have a connected statement that I would like to 
make at some time, rather than answer these bits and pieces which in 
my judgment do not give a full, complete, undistorted picture of the 
social-security program. 
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Chairman Curtis. Do you have a statement you wish to make ? 

Mr. Aurmeyer. | have a statement that I wish to make, yes, but it 
will take about an hour. 

Chairman Curtis. Would you like to make it now ? 

Mr. Aurmeyer. No, I would rather wait for all of the barrage of 
questions first, sir, so I can encompass in my statement any det: ils that 
I may have left out. 

Chairman Curtis. All right. Proceed. 

Mr. Aurmeyrr. What is it you wish of me ? 

Mr. Winn. I would like you to read the marked portion of the pub- 
lication of the Soci: al Security Board, December 1940, entitled “Make 
Your Money Count.” 

Mr. ALTMEYER (reading) : 

These social-security contributions help to purchase monthly retirement income 
for the worker and his family, or monthly insurance checks for his widow and 
orphans if he dies. 

You and your workers are paying for their old-age and survivors protection. 
It is similar to the better group insurance and retirement programs many large 
and progressive American businesses long ago established for their workers. 
Family security means better morale; better morale means better work. In this 
folder are the essential parts of the Treasury regulations, which must be 
observed if you are to make your social-security contributions count toward pro- 
tection for your employees and their families. 

Mr. Winn. And there is a little striped portion up in the upper right 
hand corner of that page, I believe, Mr. Altmeyer. 

Mr. ALrMEYER (reading) : 


Your payments buy monthly checks for families—in old age and death. 


Mr. Winn. I think you made a speech, Mr. Altmeyer, before the 
62d Annual Convention of the American Federation of Labor in 
Toronto, Canada, on October 9, 1942. Your ad lress was entitled, 
“Our Social Security Program in Wartime and After.” I would like 
you to read the marked portion from page 3 of that address. 

Mr. Dincett. Mr. Chairman, may I make a suggestion there. I 
think we can all agree to it. It just is not fair in my estimation to 
cause all the wear and tear on the witness to make him read something 
that your staff has been trying to work up and have him read these 
excerpts out of context. I think I could in good grace ask that the 
whole speech be read so that I could get the reason for a portion 
of it being picked out that is being read here now. Why not at least 
ask a staff member to read these things instead of Mr. Altmeyer. He 
is going to be here for 3 days. 

Chairman Curtis. Mr. Altmeyer, do you object to reading it? 

Mr. Aurmeyer. I object to the whole proceeding, sir, of asking me 
individual questions to build up a case of some kind which I do not 
understand frankly. 

Chairman Curtis. We are not interested in building up any case 
iwainst anybody. What we are interested in is inquiring into the 
operation of social security. Do you object to reading the portion 
that we requested / 

Mr. Aurmeryer. Yes, I do. I object to the whole proceeding. 

Chairman Curtis. All right. Counsel will read it then. 

Mr. Wrxn. Mr. Altmeyer, you have before you, I believe, a copy 
of the speech which you m: ade rong bs 62d Annual Convention of 
the American Federation of Labor in Toronto, Canada, on October 
9,1942% Is that correct ? 
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Mr. Aurmryer. I have a mimeographed copy. I presume it is 
correct. It looks all right. 

Mr. Winn. It is ina bound volume, is it not? 

Mr. Arrmeyer. It is in a bound volume, “Addresses by Arthur J. 
Altmever.” I have never seen that bound volume. It looks very 
impressive. 

Mr. Dinceit. Who is it put out by? 

Mr. Aurmeyer. Apparently it was put out and perhaps bound to 
gether for library Lise by the Social security Board. It is stamped 
here “Library, Social Security Administration.” 

Mr. Drncew. I still do not get where it emanated from ? 

Mr. Atrmeyer. This was a mimeographed copy of a speech that 
I made and I thn k that prol ibly it was issued by the Social Security 
Board. It looks as though it had been. 

Mr. Winn. On page 3 of that speech, Mr. Altmeyer, you had the 


folle Wing to say: 


The President’s social-security program must be distinguished from a system 


of compulsory savings A system or ¢ Ipulsory savings would provide for 
the return to each individual of the amount collected from that individual. 
But social security provides insurance protection for the individual worker and 
his far any times the actual amount of that worker's individual contribu- 
tion by iking payments when the worker is out of work, or too old to work, 
or too sick to work, or disabled so he can never work again. That is the essen- 
tial difference between individual savings and insurance. Moreover, a sound 
socia curity program provides proportionately larger benefits to the lower 
paid rkersc 

Th: is what the speech said, is it not, Mr. Altmeyer ? 


Mr. Aurmeyer. Yes. 

Mr. Dincetx. I want to know from the counsel: Is that hearsay or 
is that fact ? 

Chairman Curris. The counsel is not being cross examined. No 
one has charged that it was hearsay. 

Mr. Dincetit. What is the purpose of asking questions to bring out 
evident facts? 

Chairman Curtis. All right. Attend the meetings and find out. 

Mr. Aurmryer. I would like to make it clear. 

Mr. Enernarrer. Mr. Altmeyer is being cross examined now. The 
chairman said so. Is that correct ? 

Chairman Curtis. No. 

Mr. Esernmarrer. You used the words yourself. 

Chairman Curtis. I said the counsel was not being cross examined. 
Proceed. 

Mr. Aurmeryrer. I just want to make it clear, Mr. Chairman, that 
when I said I object to this sort of proceeding, I object to not only 
being obliged to read these excerpts, but I object to their being read 
by the counsel. 

Chairman Curtis. You do not want them in the record ? 

Mr. Artmeyer. I want the whole thing in the record. 

Chairman Curtis. We have no objection to that. It will make a 
rather voluminous record. We are quoting from published sources, 
but certainly we have no objection to the full statements. 

Mr. Aurmryer. With all due deference to you, I do not know what 
the basis of selection is from this voluminous record. Therefore, my 
only purpose in suggesting the entire record go in is so that people 
can judge for themselves on the entire record. 
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Chairman Curtis. The counsel advised you when we started that 
one of the things to be determined in these hearings, Mr. Altmeyer, 
is whether title II arrangements in the statute are in fact insurance. 
You may proceed, Mr. Counsel. 

Mr. Dincett. You said he could put in the full statement, did you 
not ¢ 

Mr. Esernartrer. Does the full statement go in the record? 

Chairman Curris. I have no objection to the full statement. I 
would suggest to the committee, however, the great expense of repub- 
lishing material should be considered, but certainly there is no dis- 
position on the part of the chairman to change the meaning of what 
these statements intend to be and were intended to be, and if the 
witness after any one of them has anything he wants to add in refer- 
ence to that he m: Ly do so. 

Mr. Aurmryrr. Maybe it would be helpful to you if I said to you, 
in the interest of saving time, money, and keeping the volumn of the 
record to a minimum, that I'stand on my statement that I made at 
the very beginning, that I consider that titles II and VIII together 
constitute an insurance program. This is merely repetitious, I sub- 
mit. If you want to establish that I have taken that position consist- 
ently since 1935, I admit it and I am proud of it, and I insist it is the 
correct position in keeping with the legislation which I was charged 
with administering, so I see no point in continuing to read comments 
that I have made through the years emphas’zing that fundamental 
principle. 

Mr. Dinceii. You would not change your position if you could ? 

Mr. Aurmryer. No; I would not. 

Mr. Dineen. You would repeat it today ? 

Mr. Aurmeyer. I am proud of it and I think it is the only safe and 
sound first line of defense against destitution in this country, given the 
kind of an economic, political, and social structure that we have. 

Chairman Curtis. Mr. Altmeyer, we have no disposition to be un- 
fair to you and there will be no statement intentionally left to remain 
in the record that twists your words in any way other than as you in- 
tend them. This is a large program; it is complicated and involves 
every citizen in the United States. We would like to proceed with this 
analysis of the system. If at any point the words that are attributed 
to you are unfair or do not reflect what you then intended, you tell the 
chairman and you may set the record right in any way you wish. 

Mr. Aurmeyer. Mr. Chairman, I want to make it clear, either you 
accept my statement, which I am prepared to stand on, that this is a 
contributory social-insurance system, and forego this meticulous, long- 
drawn-out, dreary quotation of speeches and statements made over the 
years, or you incorporate all of the material from which you quote. 
I have no objection to either one. I would prefer the first because I 
think it saves time, money, and reduces the hearings to a minimum, 
so that the full committee may have some chance to determine what 
was done by the subcommittee. 

Mr. Esernarter. Mr. Chairman, I make that a unanimous-consent 
request, that as to any excerpts that are put in the record, the entire 
content of the article, speech, or remark be put into the record. If 
you are going to refuse that, let us stand on the record that unanimous 
consent was refused. 
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Chairman Curtis. I wish that you would make that request each 
time because, if Mr. Altmeyer feels that what is read is a fair state- 
ment of his views, there is no need to put it in. 

Mr. Enernarrer. You would not expect him to deny what he has 
said. He says that he wants the full context to appear in the record 
so that people can judge for themselves, not let somebody out to attack 
the system just quote things favorable to their position. 

Chairman Curtis. No one is attacking anyone. 

Mr. Esernarrer. You may say that, but I certainly do not agree. 

Chairman Curtis. I would araier to take up one request at a time. 
I have stated repeatedly that I have no objection to it. I have urged 
upon the committee to consider the cost. 

Mr. Dineeri. Let us say now that unanimous request has been made 
to insert the entire speech at this convention, of which the counsel set 
forth a section. 

Mr. Goopwitn. Mr. Chairman, I am inclined to object because it 
seems to me that I can foresee that the same attempt is going to be 
made later to still further encumber the record. Have I been recog- 
nized, Mr. Chairman? 

Chairman Curtis. You have. 

Mr. Goopwin. Dr. Altmeyer, I think, has expressed a very fair idea 
about this thing. He stated that he does not want to see the record 
encumbered. 

Mr. Drnceix. I object to that. He definitely wants his entire state- 
ment in the record; not just material out of context. 

Chairman Curtis. Mr. Goodwin has the floor. 

Mr. Dincein. I made a unanimous-consent request that the entire 
statement referred to be put into the record, and reference made to this 
particular chapter, or paragraph, prepared or taken out of context by 
the staff director or the counsel, or both. 

Chairman Curtis. Mr. Goodwin has the floor. 

Mr. Goopwin. I am not going to object. 

Mr. Dincery, I did not think you would. 

Mr. Goopwin. Mr. Chairman, if you recognized me, I would like 

o address the chairman of the committee. 

Chairman Curtis. Proceed. 

Mr. Goopwin. I am not going to object to this unanimous-consent 
request by the gentleman from Michigan, but if it appears later on 
that there is a disposition to fill this record up with cumbersome rec- 
ords causing great expense, I am going to reserve the right to object 
further on, and, in making this statement, I am going to express the 
hope that an arrangement may be made between Dr. Altmeyer and 
the chairman and Representative Dingell whereby we may avoid 
putting this lengthy speech in the record } in its entirety. It seems to 
me that it ought to be possible, and I believe that it is possible, and 
I believe that Dr. Altmeyer has expressed a willingness to cooperate in 
that respect with reference to this particular matter, and to, instead, 
put in such statement as will satisfy him so that anyone reading that 
report will get the proper picture as he would like to have it put before 
the people. 

Mr. Drnceti. A unanimous-consent request. 

Chairman Curtis. All right. Is there objection to the request of 
the gentleman from Michigan that the entire speech, last referred 
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to, be received in the record? If not, so ordered. Counsel will 
proceed. 
(The speech referred to follows :) 


OvuR SocrAL SECURITY PROGRAM IN WARTIME AND AFTER 


Address by Arthur J. Altmeyer, Chairman, Social Security Board, to the 62d 
annual convention of the American Federation of Labor, Toronto, Canada, 
October 9, 1942 


President Green, officers of the American Federation of Labor, and delegates 
to the convention, seven is a lucky number, they say, and I hope that is true 
for this is the seventh consecutive time I have had the privilege of addressing 
your convention. I deeply appreciate your invitation to address you because 
it is evidence of your continuing concern regarding the Social Security Act and 
its administration. And I hardly need tell you it is a great personal pleasure 
to have this opportunity again to see and talk with old friends. 

Today we as a Nation are engaged in a life-and-death struggle with powerful 
and treacherous adversaries. Therefore it is necessary for us to assay all of our 
peacetime governmental activities in the light of their contribution toward the 
winning of the war and the peace to follow. Our present social-security program 
and any proposal to modify or extend it must meet this test 

Happily, it is not necessary for me to argue with you that an effective social- 
security system does meet that test because your own leaders have repeatedly 
pointed out that social security is a major instrument for conserving and 
strengthening the manpower necessary to win the war and a concrete symbol 
of the democracy for which we are fighting. 

You know full well that wars are fought by human beings at the front and 
behind the front and that social security is actually a weapon of war, sustain- 
ing war production at home no less than the morale of our men on the battle- 
fronts. 

Your great organization has recognized and emphasized that, while we are 
putting forth every effort to achieve victory for the four great freedoms, we must 
plan the kind of social security which alone can give freedom from want, freedom 
from fear, and freedom to work when the task of fighting is done. 

Your organization has also recognized and emphasized that the expansion and 
improvement of our social-security system will not only accomplish its social 
purpose of providing more adequate protection to workers against the hazards 
of old age, premature death, ill health and unemployment, but will also accom- 
plish highly necessary fiscal and economic objectives which are essential for 
the successful prosecution of the war. 

It must be a source of gratification to you to note that the main features of the 
social-security program which your committee on social security submitted to 
your last convention are in complete accord with the program which was briefly 
outlined by the President of the United States in his budget message last 
January. 

I have particular satisfaction in being here today because new and hearten- 
ing word has just come from President Roosevelt relative to further development 
of our social-security program. The President has just written the chairmen 
of the respective committees of the House and Senate which consider social- 
security legislation that he will soon ask Congress to expand our present social- 
security program. As you know, the President made certain general recom- 
mendations concerning social security when he sent his budget message to Con- 
gress last January. Now he has announced that he will amplify those social- 
security recommendations in another message to Congress, as soon as the pend 
ing tax bill is completed. (I shall read the President's letter to you so that 
you may have his exact words in mind.) 


LETTER FROM PRESIDENT ROOSEVELT TO SENATOR GEORGE, CHAIRMAN, SENATE 
FINANCE COMMITTEE 
OcTOBER 1, 1942. 
DEAR SENATOR GEORGE: I note that the Senate Finance Committee has tenta- 
tively included in the pending tax bill an amendment by Senator Vandenberg 
freezing the present rates of contributions for old-age and survivors’ insurance, 
instead of permitting them to increase automatically on January 1, 1943, as 
provided by law. 
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This amendment is causing considerable concern to many persons insured 


under the old-age and survivors’ insurance system. The financial obligations 
which will have to be met in paying benefits amply justify the increase in 
rates \ failure to allow the scheduled increase in rates to take place under 
present favorable circumstances would cause a real and justifiable fear that 
adequate funds will not be accumulated to meet the heavy obligations of the 
future and that the claims for benefits accruing under the present law may be 


jeopardized. 

In 1939, in a period of underemployment, we departed temporarily from the 
original schedule of contributions, with the understanding that the original 
schedule would be resumed on January 1, 1943. There is certainly no sound 
reason for departing again under present circumstances. Both employment and 
the income from which contributions are made are at a very high point—the 
highest since the inauguration of the system. In fact, the volume of purchas- 
ing power is so great that it threatens the stability of the cost of living. The 
ncrease in rates at the present time is not only in accord with the necessities 
l-security system itself, but at the same time would contribute to 
the noninflationary financing of the rapidly mounting war expenditures. The 
accumulation of additional contributions would be invested in United States 
Government securities and would thereby assist in financing the war. 

This is the time to strengthen, not to weaken, the social-security system. 
It is time now to prepare for the security of workers in the postwar years. 
As soon as the Congress has disposed of the pending tax bill I am planning to 
submit a comprehensive program for expanding and extending the whole social- 
security system along the lines laid down in my budget message last January. 
This program would involve substantial further increases in rates of contribution. 

This is one case in which social and fiscal objectives, war and postwar aims 
are in full accord. Expanded social security, together with other fiscal meas- 
ures would set up a bulwark of economic security for the people now and after 
the war and at the same time would provide anti-inflationary sources for finance 
ing the war 

In the light of these considerations, I suggest the desirability of permitting 
the increase in the rates of contribution of old-age and survivors’ insurance 
to go into effect on January 1, 1943, as provided in existing law. 

The President’s reference to social security in his budget message necessarily 
dealth with the financing of our social-insurance system. In that message he 
pointed out the desirability of utilizing social security as an actual weapon of 
war as well as a system of social protection. He recommended extension of 
the present social-insurance coverage and the expansion of the program itself 
to protect all workers against hazards not initially included, although planned 
from the inception of the social-security program in 1935. The hazards he re- 
ferred to, as he explains, are disability, permanent and temporary, and the costs 
of hospitalization. This is obviously a program for economic protection in peace- 
time, wartime, and postwar time. The President would use it also to help win 
the war, help to prevent the castastrophe of inflation during the war, and to 
vent the catastrophe of deflation after the war. 

“By expending the program now,” he said, ‘“‘we advance the organic develop- 

t of our social-security system and at the same time contribute to the anti- 
inflationary program 

“Additional employer and employee contributions will cover increased disburse- 
ments over a long period of time. Increased contributions would result in re- 
serves of several billion dollars for postwar contingencies. The present accumu- 
lation of these contributions would absorb excess purchasing power. Investment 
of the additional reserves in bonds of the United States Government would assist 
in financing the war.” 

But it is important to note that the President also said: 

“T am opposed to the use of payroll taxes as a measure of war finance unless 
the worker is given his full money’s worth in increased social security.” 

The President’s social-security program must be distinguished from a system 
of compulsory savings. A system of compulsory savings would provide for the 
return to each individual of the amount collected from that individual. But 
social security provides insurance protection for the individual worker and his 
family many times the actual amount of that worker’s individual contribution 
by making payments when the worker is out of work, or too old to work, or too 
sick to work, or disabled so he can never work again. That is the essential dif- 
ference between individual savings and insurance. Moreover, a sound social- 
security program provides proportionately larger benefits to the lower paid 
workers. 
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The President’s recommendation would put the worker’s money into the best 
investment in the world—bonds of the United States Government. Like the 
war bonds we purchase individually, the bonds purchased with social-security 
contributions will accumulate interest and be available later on when most needed 
and at a time when the benefits they provide will do most for the communities 
in which the workers live, by sustaining their purchasing power. Thus, the 
President’s program will accomplish two purposes: It will help us fight the war 
by diverting purchasing power into Government bonds and it will help us to win 
the peace by establishing a program to deal with the inevitable readjustments 
which must take place when the war is over. 

gut the most important thing about the President’s recommendation from the 
standpoint of social security is the consistency of his program wihin itself. Each 
part and each purpose reinforces the others, and together they make a sound, 
unified, and simplified social-security program. Let us consider it from that point 
of view: a single national social-insurance system covering all the main economic 
hazards that will simplify administration for the workers, the employers, and 
the Government—that will make it possible for workers to understand and to 
secure their benefit rights wherever they may live and work. 

As you know, we now have an old-age and survivors insurance system, with 
some-fifty-odd-million wage earners on our books who have credits toward bene- 
fits for themselves and for their families when the wage earner retires and for 
his family when he dies. These are workers in industry and commerce. There 
are millions more who could be covered and who, with their employers, would 
be paying social-security taxes. We would change that part of the law which 
excludes from its benefits farmworkers, domestic workers, employees of non- 
protit educational, charitable, and religious institutions, and the self-employed. 
We have been urging amendments to the Social Security Act to bring these addi- 
tional millions under the old-age and survivors insurance system so they may 
share the benefits. 

The old-age and survivors insurance is administered as a unified, national 
system. Unemployment compensation, on the other hand, operates under 51 
separate systems with 51 different sets of laws, regulations, procedures, prece- 
dents, administrations, and claim adjudication systems. Workers who have been 
employed in more than one State must base their claims to unemployment 
benefits upon the provisions of each of the States in which they have worked, 
and it is exceedingly difficult to keep track of such rights when they are created 
under several jurisdictions. Many workers who move from State to State fail 
to build up sufficient wage credits to entitle them to the unemployment benefits 
which their total wages would justify. Industries operating in more than one 
State have the added expense of keeping separate books to meet the different 
requirements of each of the State laws under which they operate. 

The laws of these 51 jurisdictions are in no 2 cases exactly alike. You may 
be eligible for benefits in one State and, with exactly the same qualifications 
you may be ineligible in another State. You may have worked in several States 
but your credits toward benefits, all put together, may still leave you ineligible 
for benefits anywhere in the United States when you lose your job. As our 
laws stand today, eligibility for unemployment benefits is a matter of State 
lines, although we know that unemployment is a national problem. 

Benefit payments, also, vary from State to State, with a maximum limit of 
$15 in most States. These payments may continue for maximum periods of 
12 to 18 or 20 weeks, depending on the State law, but not more than 16 weeks 
in most States. This meant, last year, that about half the men and women 
who received benefits had exhausted their benefit rights before they got back 
to work. 

In addition to these variations and inequalities in the State laws, a very 
dangerous thing is happening. Most of the State laws have what has come to 
be called experience-rating clauses which are now in effect or soon will be. The 
theory of experience rating, as you know, is that each employer shall pay con- 
tributions in accordance with his employment experience. However, in practice, 
no State has related the employers’ contribution rates to any recognized index 
of employment stability such as labor turnover or man-hours worked, but only 
to the payment or nonpayment of employment benefits. This creates an incen- 
tive to contest the legitimate claims of employees for unemployment benefits and 
to engage in undesirable hiring and firing practices. 

I do not propose to discuss the merits of employer experience rating at this 
time. However, I do want to point out the financial effect of employer 
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experience, for while the States prescribe reductions in the employer's tax rate 
when his experience is good, many of them do not provide for corresponding 
increases for bad experience to make up for the reductions. In any case, 
experience rating results in the reduction of income to the unemployment fund 
during good times and an increase in contribution rates during bad times. Thus, 
experience rating as now practiced is contrary to the basic theory of unemploy- 
ment insurance that reserves should be built up in good times for the payment 
of benefits in bad times. 

When the war is over and the demobilization of industry begins, the States 
where concentration of warwork has been high will undoubtedly have the 
biggest total of unemployment insurance claims. As a result of experience 
rating, however, their insurance funds will be smaller than they would other- 
wise be. Some of the smaller of these States were not industrialized before the 
war, so their funds do not have much in the way of prewar accumulation 

Obviously, 1 of 2 things is likely to happen in some of those States. Either 
the unemployed worker's benefits will be reduced to offset the reduction in the 
employer's contributions to the State fund, or the fund may go bankrupt. 

Phis is a gloomy picture, but it presents a situation we must face. And who 
would have to bear the brunt of it? The men who have been fighting for our 
liberties—the men who will come back from war after danger, hardship, and 
sacrifice unimaginable to many of us—and who will deserve the best their 
country and their States can do for them. So will the men and women who have 
held the production lines that kept the fighting forces in the field. Unless we 
can give to all these displaced workers jobs and a wage to live on, it wou!d 
seem the least we can do is to provide unemployment insurance benefits while 
they are finding their place in peacetime industry once more. 

While most of the States have made the necessary changes in their laws to 
freeze the unemployment benefit rights of workers entering the armed services, 
eight States are still without such provision. However, a large proportion of the 
men under arms had not built up any benefit rights prior to entering the service. 
Moreover, where States have made the soldier eligible, but at the same time have 
allowed the State fund to be reduced by experience rating so that the returning 
soldier may not receive full benefits, these provisions will be rather cold comfort 
in any event. It is clear that an adequate, equitable and sound system of 
unemployment benefits to our returning servicemen can only be set up on a 
national basis. 

And one thing more about the returned servicemen. They are, right now. as 
the law stands, losing credits under the old-age and survivors insurance system, 
if they went into military service from a job covered by that svstem. Their 
eligibility for retirement benefits, and the eligibility of their families in case of 
th soldier's death, diminishes with the perod of absence from the civilian job, 
and may disappear altogether. We hope Congress will soon take action to 
correct this. 

Nobody can tell, of course, just how things will be in this country when the 
fighting stops. There should be plenty of opportunity to work after the war. 
It is hard to think of any useful commodity or service that we and the rest of 
the world will not need then, and we will have to he the chief source of supply 
for our Allies and friends in the war-torn countries until they get on their 
feet again. 

But, in any case, there will be tremendous changes in our industrial structure 
and, in the process of getting back to something like normal, there will be 
periods of unemployment for many warworkers—how many we cannot even 
guess All sorts of shifts and relocations will be taking place and it would be 
a miracle indeed if everybody could find his own peacetime niche at once. In 
addition, there will be soldiers and sailors and fliers coming back to civilian 
life by the millions. 

Under those conditions we shall be leaning heavily upon our unemployment- 
insurance system. Will that system be equal to the strain? And if not, who 
will bear the brunt of its shortcomings? Obviously our sons and brothers who 
have heen fighting our battles overseas and the men and women who have manned 
the war-production lines at home. To all of these the Nation's obligation will 
be heavy. And if the “freezing” of workers to their war jobs comes about— 
that is, if through a National Service Act, as now proposed in Congress, the 
war-production worker is denied free choice of a job—it would seem only logical 
and just that he should be entitled to some protection from the National Govern- 
ment on much the same basis as the fighting man who is released from service 
and comes back to unemployment. 
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We must reexamine our unemployment-insurance system, then, with all these 
contingencies in mind. The Social Security Board has come to the conclusion 
that our unemployment-insurance system should be converted from a Federal- 
State to an all Federal system. This would permit uniform provisions go that if 
you are eligible for benefits in one State you would be eligible under the same 
conditions in all States and receive the same benefits. It would mean that we 
could have a nationally pooled fund out of which to pay more adequate benefits. 
This is what the President had in mind when, last January, he called for “liber- 
alization and expansion of unemployment compensation in a uniform national 
system.” 

The Social Security Board has also been urging the need for extending the 
Social Security Act to cover additional hazards—the hazards of disability. 

Permanent disability insurance would provide that a man or woman whose 
health breaks down or who is so injured as to be unable to work while still under 
retirement age could begin to receive retirement benefits when the disability 
occurs instead of having to wait until 65 years old. 

ut we should have temporary disability insurance also. The man or woman 
who has a job but is too sick to work or is otherwise disabled temporarily would 
then be entitled to benefits such as are now provided for that same man or 
woman when unemployed because there is no work on that job to do. 

We must also provide for hospitalization payments as recommended by the 
President. This would assure workers who need hospitalization the means of 
getting it. It would also guarantee a steady income to hospitals and thereby 
enable them to give better service to the patients. 

All these extensions and expansions of the Social Security Act would give 
more social security to the working people of this country, the contributions 
would help to prevent inflation, and the funds to which they would be contributing 
would be helping to settle our score with Hitler and the Japs, for the money 
would go into war bonds. 

So I come to the end of my speech today. I have tried to give you a picture 
of the dangerous situation we face in our unemployment-insurance program; 
the opportunity and the necessity for expansion of all the programs; our obliga- 
tions to our sons and brothers who are fighting for us overseas, and to the men 
and women whose work on the war-production front is keeping the fighting forces 
in the field; and our hope for early expansion of the whole insurance program 


through the urging of the President himselt?. The President wants social 
security for peacetime. He includes it among our war aims. He proposes also 
to use it as an instrument to win the war. For a unified constructive social- 


security program, I am sure he will have your support in the future as he has 
had in the past. 

Mr. Winn. Mr. Altmeyer, at the hearing before the Committee on 
Ways and Means, 78th Congress, 2d session, on the question of freez- 
ing the social-security-tax rate 1 percent, you testified, on the 27th of 
November 1944, and your testimony was reported at pages 12 and 
13 of that hearing. The colloquy occurred as follows: 

Mr. Eseruarrer. Does the witness have a copy of that ? 

Chairman Curtis. Wait a minute. The witness does not have a 
copy of that. 

Mr. Wrxn. Do you find a place at the bottom of page 12, Mr. Alt- 
meyer ¢ 

Mr. Drncety. Now repeat that statement Mr. Counsel. 

Mr. WINN (reading) : 

Mr. Cooper. Under the 1939 amendments to the Social Security Act, Congress 
greatly broadened the social-security program, did it not? 

Mr. ALTMEYER, Yes; it provided these survivor benefits which are payable to 
widows and orphans and dependent parents, and also provided that if there are 
not any of those named beneficiaries in existence a small lump sum will go 
toward the payment of funeral expenses. The result of that, as I said, was to 
put into effect overnight about $50 billion face value of what really is life 
insurance. 

Mr. Aurmeyrer. Now this is really the hearing of this morning the 
quote is over. It is about $300 billion now, I understand. More than 
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all of the life insurance written by private insurance companies put 
together. 

Mr. ince. By that increase? 

Mr. Aurmeyer. I mean subsequent amendments liberalizing the 
law. We are talking about survivors benefits, not old-age retirement 
benefits. 

Mr. Drnceti. And they are very desirable? 

Mr. Aurmeyer. Yes, sir. 

Mr. Esernarrer. I think that I might inform counsel that, when 
the act was first passed, it was realized that it was just an initiation 
of the system, and it was intended, and so stated, that improvements 
would be made, and it was recognized at the time that improvements 
would be needed in order to enlarge it. Is that correct, Mr. Dingell? 

Mr. Dinceww. That is right. We were just making a start. We 
were just feeling our way. 

Chairman Curtis. There is no question about that. 

Mr. Exsernarrter. I just wanted to be sure counsel knew that. 

Mr. Winn. Mr. Altmeyer, in a publication entitled, “Questions and 
Answers on Social Security,” which was put out by the Federal Se- 
curity Agency, Social Security Administration, in December of 1947, 
we find, on pages 4 and 5 of that booklet, the following, under ques- 
tion No.9. Do you have that copy, Mr. Altmeyer ? 

Mr. Atrmeyer. Yes, sir. 

Mr. Winn (reading) : 

Question. What is the difference between private insurance and social in- 
surance? 

Answer. There are several differences. Social insurance is generally operated 
by the Government. Generally, also, it is compulsory. Those who come under 
the law must participate in the system in order that the system may furnish 
the maximum protection at the minimum cost to both good and bad risks. 

Mr. Aurmeyer. That is not in the copy that I have before me. I 
think it improves it, but I don’t have any objection to having that full 
sentence in there. Apparently it wasn’t in this particular mimeo- 
graphed copy. 

Mr. Wiuyn. Mr. Smith, this is a booklet entitled, “Questions and 
Answers on Social Security,” December 1947. Do you find that? 

Mr. Drncetu. Is there anything wrong about that answer? 

Mr. Aurmeyer. I think it is a fine statement, Mr. Chairman, so far. 

Mr. Esernarter. Since then some groups, for good reasons, have 
been permitted to come in voluntarily. 

Mr. Winn. Do you have that, Mr. Altmeyer? December 1947, 
question 9? 

Mr. Aurmeyer. Yes. 

Mr. WINN (reading) : 

Question. What is the difference between private insurance and social in- 
surance? 

Answer. There are several differences. Social insurance is generally operated 
by the Government. Generally, also, it is compulsory. Those who come under 
the law must participate in the system in order that the system may furnish 
the maximum protection at the minimum cost to both good and bad risks. In 
social insurance benefits are determined by law without the strict correspondence 
between individual protection and value of contributions provided in private 
insurance. In private insurance the person who pays for the policy may desig- 
nate anyone he likes as the beneficiary and may make the policy large or small, 


ag he pleases. In social insurance, both the beneficiaries and the benefit amount 
are designated by law in order to assure the maximum protection to the family 
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and to society as a whole. The person insured under most forms of private life 
insurance builds up a loan value or surrender value on his policy. In social 
insurance the insured person cannot withdraw any part of his premiums. In 
social insurance the person insured does not do all the paying for the protection 
he gets. In the case of old-age and survivors insurance, the worker pays part 
and the employer pays part. 

Now, is that a correct reading of that quotation, Mr. Altmeyer ? 

Mr. AurMeyer. Yes, sir. 

Mr. Drncexx. Let me ask a further question on that point, Mr. 
Chairman. 

Chairman Curtis. Mr. Dingell. 

Mr. Dinceti. However, the difference between social insurance and 
private insurance connotes no difference in the basic idea of insurance, 
Mr. Altmeyer, does it ? 

Mr. Atrmryer. No, sir; it does not. 

Mr. Drnceix. And, as I see it, the difference in the compulsion, and 
also in the fact that you cannot make loans or withdrawals on your 
equity in the fund, is the one thing that makes possible greater bene- 
fits to the beneficiaries than you get under private insurance systems, 
is it not? 

Mr. Autrmeryer. It provides greater insurance protection and has 
less of the savings bank element. 

Mr. Drneetz. That is right. 

Mr. Atrmerer. Which is contained in many forms of private in- 
surance. But I want to emphasize that the two are complementary. 
They are both insurance. One complements the other, and private in- 
surance has a firmer foundation upon which to build to provide the 
desired degree of protection. 

Mr. Drneetx. But the constriction, if any, in the Government in- 
surance under social security, however, compensates in a greater bene- 
fit for less money in the final analysis, does it not ? 

Mr. Atrmeyer. Greater insurance protection and less of the savings 
bank protection. 

Mr. Dincetx. That is right. 

Chairman Curtis. Proceed, Mr. Counsel. 

Mr. Winn. Now, Mr. Altmeyer, in a publication entitled “Federal 
Old-Age and Survivors Insurance, a Brief Explanation,” by Oscar 
R. Ewing, Federal Security Administrator, published in June of 1948, 
we find the following, under the general heading: 

Don’t confuse old-age and survivors insurance with public assistance, 

Do you have that section ? 

Mr. Atrmeryer. Yes, sir. 

Mr. WINN (reading) : 


There is one main difference between this system and the other two— 


and by referring to the previous sentence we see that the other two are 
the blind and dependent children— 

Old-age and survivors insurance and unemployment insurance are insurance. 
They are paid for like private insurance, and, when the time comes, the work- 
ers draw their benefits according to insurance rules. Public assistance pay- 
ments are made to people because they are in need. 

Again, Mr. Altmeyer, before the Committee on Ways and Means, 
8ist Congress, 1st session, on March 31, 1949, hearings on H. R. 2893, 
Social Security Act Amendments, 1949, part II, there is a colloquy 


38458—54—pt. 6——-3 








908 ANALYSIS OF THE SOCIAL SECURITY SYSTEM 


between you and Mr. Reed, now chairman of the Ways and Means 
Committee, which we find at page 1280. 

Mr. Dince.y. There has been an awful lot of reading about the 78th 
and 79th and 81st Congresses. I wonder if you would read something 
out of the Republican ‘80th Congress about the taking out of about a 
million from under the system and which we restored in the 81st Con- 
gress? Evidently there are a lot of people here representing the pro- 
spective beneficiaries. It was my bill that was No. 1 on the reinstate- 
ment for that million. Ask him that question about upward of a mil- 
lion who were dropped in the 80th Congress. And, in the 81st Con- 
gress, ask him about how we restored that discharged group first shot 
out of the box. 

You news reporters present ought to make a lot of sense in your 
stories with the kind of a hearing that is being conducted here. 

Mr. Winn. Do you have the portion of the he: arings before the full 
Committee on Ways and Means that I just referred to, Mr. Altmeyer? 

Mr. Atrmeryer. Yes, sir. 

Mr. WINN (reading) : 

Mr. Reep. Speaking about contributions, is it your theory that this is strictly 
insurance? That is what the title indicates. 

Dr. AtTMEYER. Yes. You could use the expression “premium” instead of 
contribution.” 

Mr. Reep. You could also use “tax,” too. 

Dr. ALTMEYER. Legally it is a tax, you know. 

Now, Mr. Altmeyer, I would like to refer to the hearings before 
the Committee on Finance of the United States Senate, the 81st Con- 
gress, 2d session, part I, on social-security revision, and a statement 
by you, which is found on page 29. 

Mr. Eneruarter. Does the witness have that before him? 

Mr. Winn. He will have, Mr. Eberharter. Which was made on 
January 17, 1950. It is a statement by you immediately under table 
3,0n page 29. Do you see that, Mr. Altmeyer ? , 

Mr. Atrmeyer. Yes. 

Mr. WINN (reading) : 

Mr. AtTMEYER. This Federal old-age and survivors insurance system consti- 
tutes the largest permanent insurance system in the world. 

Mr. Atrmryer. Would you mind reading the rest of the paragraph ? 

Mr. Win. I would be glad to. 

Therefore, unprecedented administrative problems have been encountered in 
putting it into effect. However, satisfactory solutions to these problems have 
been found. The total cost of administration at the present time is only 3 per- 
cent of contributions collected, and 8 percent of benefit payments. This per- 
centage is declining steadily, and there is no question that, as the benefit rolls 
increase, the cost of administration will decline to less than 3 percent of benefit 
payments. 

Mr. Dincett. When was that, Mr. Counsel ? 

Mr. Winn. The 17th of January 1950. [Reading:] 

At the present time accounts have been established for 80 million individual 
workers who have wage credits. The cost of maintaining these wage records is 
about 12 cents per account per year. 

Now, Mr. Altmeyer, I would like to refer to a series of questions and 
answers which were included in a pamphlet of the Bureau of Old-Age 
and Survivors Insurance, entitled, “Your New Social Security. Forty- 
seven Questions and Answers.” This pamphlet was published in 
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October of 1950, and I have particular reference to question No. 21, 
which begins on page 14 of that pamphlet. Do you have that before 
you, sir . 

Mr. Atrmeryer. Yes, sir. 

Mr. Winn. The following question and then the answer is given: 

Does a person have to be in need before he can claim payments? 

The answer is— 

No; this is an insurance program. A retired worker, his wife or widow, and 
usually minor children may qualify for benefits without regard to their financial 
resources such as savings, property, or other insurance. However, husbands 
widowers, parents, and sometimes minor children are required to establish that 
they had been dependent for at least half their support on the worker on whose 
record they claim benefits. 

Mr. Dincetx. Is that the end of the quotation ? 

Mr. Winn. That is the end of the quotation. 

Mr. Dinceti. Let me ask a question. Do you disavow that as being 
the basis of the insurance system ? 

Mr. AurMeyer. No, sir. I think it is a sound and good statement. 

Mr. Dinceiy. Let me ask you this, Dr. Altmeyer. It is not modest, 
I should say, in bringing it up right after finishing the previous 
question. 

In the matter of cost per account, are we higher or lower in Govern 
ment administrative costs? There was 12 cents mentioned. Are we 
higher or lower per insurance account than private insurance com- 
panies ? 

Mr. Aurmeyer. I think we are lower, Mr. Congressman. Certainly, 
for individual insurance policies, but I do not think it is fair to com- 
pare this with individual insurance policies. Now, for group policies 
you are getting closer to a comparative basis, but even with group 
policies, I think with a few exceptions where the risk is particularly 
favorable because of its large size, the cost of administration of old-age 
and survivors insurance is lower than private insurance. 

Mr. Dinceix. Of course, I think we all understand that the greater 
the spread the le < and the lesser per capita cost of an account 
is calculated, but I was interested in knowing that. 

By the way, that was in 1950, Mr. Counselor ? 

Mr. Winn. Yes. 

Mr. Dincett. Now, 1950. This is 1953. Having been fired, you 
would not know what the latest Aeon are. I would imagine it was 
ever downward and, with the efficiency guys in there, it should be 
down to nothing now. Do you have any figures of your own on that ? 

Mr. Aurmryer. My recollection is that ‘the administrative cost i 
2.2 percent at the present time, based upon contributions. What it is 
based upon benefits paid, I do not recall. 

Mr. Dinceitxt. We will take a chance on that. 

Mr. Autmryer. May I proceed ¢ 

Chairman Curtis. Yes; proceed, Mr. Altmeyer. 

Mr. Atrmeyer. As to this statement, I might add this footnote. 
Someone reading it might say, “Well, the answer says, ‘No’ and ‘Yes,’ 
because the question was: Does a person have to be in need before 
he can claim payments? And the answer is: No, this is an insurance 
program. 
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Then this pamphlet goes on to explain that a retired worker, his 
wife or widow nad usually minor children may qualify for benefits 
without regard to financial resources such as savings, property or 
other insurance. ‘Sloan: husbands, widowers, parents, and some- 
times minor children are required to establish that they had been 
dependent for at least half their support on the worker on whose 
record they claim benefits. 

Now, that is in the past tense. At the time the worker died certain 
of the survivors must est — that at least half of their support was 
received from the worker, but they do not have to establish that they 
are in continuing need in order to receive those survivors benefits. 
Once it is established that that relationship existed between the 
deceased worker and the survivor the benefits are paid as a matter 
of right because of his status and their relationship, and no showing 
of need is required. 

Mr. Dinceixi. Could the subcommittee not take into account the 
fact that any restriction of that kind is unnecessary in view of the 
fact that it is insurance? 

Mr. Atrmeyer. Yes,sir. That is the advantage. 

Mr. Dincewu. Just the other day, Mr. ¢ a an, if you will indulge 
me, a question was brought up here by friend, or foe—I say the word 
“friend” qualifiedly—on the question that fe neficiaries of old-age 
and survivors insurance were receiving benefits in foreign countries. 

Is it anybody’s business, even this committee’s business, to ques- 
tion the right of a man, a citizen or noncitizen, as to whether he is 
going to have his money sent to Texas or California, or to Florida, 
or to dear old Ireland if he wants to retire to the old sod once he has 
established his rights and bought and paid for that insurance in 
accordance with the law. Is that anybody’s business? And isn’t that 
a common practice in private insurance ? 

Mr. Dincetx. The answer is “Yes” to the entire question, is it not? 

Mr. Atrmeyer. Yes. 

Mr. Dincetn. Certainly. 

Mr. Atrmeyer. Except I would like to add this, Mr. Congressman, 
that I do think it is necessary, first, to establish that the benefits do 
reach the person and are not sequestrated along the way someplace, 
om, econdly, that the recipient continues to satisfy the requirements 
of the insurance system so far as the receipt of benefits is concerned. 

Mr. Drncetx. That is a safeguard. That is exactly what we are 
doing under the law now, are we not? Safeguarding the course of 
the money ? 

Mr. AtrMryer. Yes. 

Mr. Dincetx. But we do not deny that right of a man? Say the 
:uirman should go back to Copenhagen? ; 

Mr. Atrmeyer. There is no distinction made in the law. 

Mr. Drycetx. He can have his money sent there if he is entitled to it 
and paid for it as the law requires. Could - not have that right? 

Mr. Aurmeyer. I think he has that right, and, if I were he, I would 
go to Copenhagen again quite often because it is a delightful city. 

Mr. Dincett. Supposing he has an annuity. I am sure he has. 
He is a tight-fisted, frugal Nebraskan, and he goes and retires to 
Norway or Sweden or Denmark. Has he not the right to say “You 
send me my monthly check to this country where I am going to be for 
the rest of my life or for 1 year”? 


c] 
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Mr. Arrmeyer. Yes. 

Mr. Drncew. Is there any reason why he should not have it under 
social security, under OASI? 

Mr. Atrmeyer. Not that I know of. 

Mr. Dinceiy. Well, the question was asked here rather seriously. 
They tell me that whoever raised it had a straight face. 

Chairman Curtis. Now we will proceed with our inquiry. 

Go ahead, Mr. Counsel. 

Mr. Winn. Mr. Altmeyer, I would like now to refer to a publication 
of the Federal Social Security Agency, Social Security Administra- 
tion, Bureau of Old-Age and Survivors Insurance, which was pub- 
lished in April of 1951, and which is entitled “Your New Social 
Security.” If you have that publication before you, I would like 
you to turn to page 35, if you will. 

Mr. Aurmeyer. I have it. 

Mr. Winn. We find the following quotation on page 35, and I quote: 

Treat your card like an insurance policy. Keep the stub or lower half of 
the card in a safe place. If you lose the account card, take the stub to the 
field office and you can get a new card with the same number immediately. 

Is that correct ? 

Mr. Aurmeyer. That is right. 

Mr. Winn. Now, I would like for you to refer to a pamphlet entitled 
“After 15 Years. A Report on Old-Age and Survivors Insurance, 
1937 to 1951,” which was apparently published by the same agency. 
Do you find on page 3, Mr. Altmeyer, the following printed, and I 
quote: 

The Federal old-age and survivors insurance program provides two different 
kinds of insurance, survivors insurance for the families of workers who died, 
retirement insurance for workers who retire at or after age 65 and for their 
families. 

That is the end of the quotation. 

Is that correct? 

Mr. Auttmeyer. That is right. 

Mr. Esernarter. What is the purpose of that question? That is 
allin the law. We know all that. 

Chairman Curtis. Mr. Eberharter. 

Mr. Epsernarter. I do not want him to read it intothe record. It is 
such a waste. Why do you need Dr. Altmeyer here to answer ele- 
mentary detailed questions as to what the present law is? 

Mr. Drncett. It is like sending a man with a Ph. D. back to kinder- 
garten. 

Mr. Exsernarter. Do you need to read something that is printed and 
ask whether that appears in a printed record ? 

Chairman Curtis. We are putting it in the record. 

Proceed. 

Mr. Wrnvy. I refer you to another pamphlet issued by the Social 
Security Administration, Bureau of Old-Age and Survivors Insur- 
ance, a pamphlet entitled “Old-Age and Survivors Insurance for You 
and Your Family Under the Federal Social Security Law,” published 
in 1952. This page has a drawing at the top of the page of two men 
sitting across from each other at a desk. 

Do you have that, sir? 

Mr. Aurmeyer. Yes, sir. 
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Mr. Wrixn. At the bottom of the page under the heading “Your 
Social Security Card” we find: 

Your card is the symbol of your insurance policy under the Federal social 
security law. 

Is that correct ? 

Mr. Aurerer. That is right. 

Mr. Wrxn. Now, Mr. Altmeyer, from these addresses, brochures, 
radio scripts, and booklets, it is apparent that, beginning with May 
94, 1937, you and your associates have continuously referred to title 
II benefits and the related tax statute as insurance; sometimes as 
providing insurance protection ; as an insurance contract to be dis- 
tinguished from a handout ¢ 

Mr. Aurmryer. Just a second. Did you use that term “contract” 
inadvertently ? 

Mr. Winn. No, sir. 

Mr. Aurmeyer. Would you mind quoting to me where this word 
“contract” appears ¢ 

Mr. Esernarrer. I suggest that the witness be furnished with a 
copy of the question so that he can see whether there is any entrap- 
ment in it. 

Chairman Curtis. There is no entrapment here. 

Mr. Enernarrer. Well, other witnesses were furnished the copy of 
the questions. Why should he not have them? 

Mr. Dincert. As a rule, in the Committee on Ways and Means the 
members have statements and other material furnished by the wit- 
ness so we can follow him. Of course, that is impossible here because 
Dr. Altmeyer did not even receive the courtesy of being advised as 
to the subject he was to testify on. 

Mr. Winn. You will find this testimony on page 253 in the hearings 
of the Committee on Finance, United States Senate, 76th Congress, 1st 
session; Mr. Witte’s testimony. 

(The following material was inserted by Chairman Curtis :) 


New York STATE SCHOOL OF INDUSTRIAL AND LABOR RELATIONS, 
CORNELL UNIVERSITY, 
Ithaca, N. Y., December 16, 1958. 
Hon. Cart T. Curmis, 
Chairman, Subcommittee on Social Security, 
Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN CURTIS: It has been brought to my attention that during the 
hearings before your subcommittee on November 27, I was quoted by your 
counsel, Mr. Winn, as having said, in my explanation of the bill out of which 
the Social Security Act developed, that the old-age insurance plan which the 
committee sponsored contemplated an insurance contract between the Govern- 
ment and the people who pay old-age insurane taxes. I have not seen a copy 
of these hearings and so do not know the exact reference which Mr. Winn made 
to me. But I am at a loss to know to what statement of mine he could have 
referred. 

I was the Executive Director of the Committee on Economic Security created by 
an Executive order of President Roosevelt. In this capacity I testified for 3 days 
as the first witness before the Committee on Ways and Means, explaining the pro- 
posals of the Committee of Economic Security in detail and answering many 
questions about them. I have today looked over the testimony I gave in January 
1935 as published in the hearings on the Economic Security Act (74th Cong. 1st 
sess. on H. R. 4120), pages 1-171. I cannot find any statement which T made in 
which there was even a reference to an insurance contract. Very certainly there 
was no such statement in the formal explanation of the proposals of the Com- 
mittee on Economic Security, which the Committee on Ways and Means cour- 
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teously allowed me to make without interruption. I also cannot find that I made 
any such statement in the lengthy questioning by the committee members which 
followed. Very certainly, also, there is no reference to an insurance contract 
in the published report of the Committee on Economic Security, which I repre- 
sented on this occasion. 

In my testimony before the Ways and Means Committee and on many occasions 
since, I have referred to the old-age and survivors insurance system as a social- 
insurance program. I still think that this is a correct characterization of the 
system. It was so referred to not only by myself but also by men like Mr. Albert 
Linton, president of the Provident Mutual Insurance Co., and Mr. Thomas I. 
Parkinson, president of Equitable. Mr. Linton, as a member of the committee of 
actuarial consultants to the Committee on Economic Security, had a large part 
in the preparation of the old-age insurance plan presented by the Committee on 
Economic Security, which I explained to the Ways and Means Committee. He 
later opposed the changes made in the original plan through the so-called Mor- 
genthau amendment, which was intended to make the system self-supporting and 
which was included in the social-security bill reported by the Committee on Ways 
and Means. Mr. Parkinson testified for the amended bill, as passed by the House, 
in the hearings before the Senate Committee on Finance. 

Social insurance is not identical with private insurance. It has always been 
my view, however, that the more the insurance features of the old-age and 
survivors insurance system are stressed, the less likelihood there is of abuses in 
the national program. I have favored, and still do, financing the system on as 
nearly actuarial a basis as possible. I also have the view that the obligation of 
the Government to fulfill its promises—although it is not incorporated in a con- 
tract—is as great as that of any private insurance company. 

Hoping that you will enlighten me regarding the reference made to me in your 
hearings, I am, with every good wish and the season’s greetings, 

Sincerely, 
Epwin E. Wirtt, Professor of Economics. 





DecEMBER 19, 1953. 
Prof. Epw1n E. WIT tr, 
New York State School of Industrial and Labor Relations, 
Cornell University, Ithaca, N. Y. 

DeAR PROFESSOR WITTE: Your letter of December 16 to Hon. Carl T. Curtis, 
chairman of the Subcommittee on Social Security, has been referred to me. 

In the hearings on November 27, 1953, reference was made to your testimony 
before the Senate Committee on Finance, 76th Congress, 1st session, pages 252- 
253. Your testimony on June 14, 1939, reads as follows: 

“No matter how liberal you make the pension, you will always have this prob- 
lem that there will be thousands of people for whom the pensions are not suffi- 
ciently liberal; and the pressure that can be exerted because in some cases the 
pensions are not liberal and are not sufficient will be such that Congress will not 
be able to resist that pressure. 

“The danger of a breakdown of the economic system—the possible threat of 
a breakdown of the economic system—if we provide for universal pensions, lies 
in the fact that the pension becomes not a matter of payment of an insurance 
contract, but a handout.” 

I have checked the transcript of our hearings on November 27 and find the 
documentation to your testimony was incomplete. The subsequent colloquy be- 
tween the witness and the committee members did give the implication that the 
testimony referred to did occur in 1935. The correct documentation will, of 
course, be inserted in the published hearings. 

Sincerely yours, 
Karu T. SCHLOTTERBECK, Staff Director. 





New YorkK STATE ScHOOL OF INDUSTRIAL AND LABOR RELATIONS, 
CORNELL UNIVERSITY, 
Ithaca, N. Y., January 8, 1954. 
Dr. Cart T. SCHLOTTERBECK, 
Director, Subcommittee on Social Security, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 
DEAR Dr. SCHLOTTERBECK : Your letter of December 19, written in response to 
my letter to Congressman Curtis, came into my hands only a few days ago. 








914 ANALYSIS OF THE SOCIAL SECURITY SYSTEM 


It was forwarded from here to Madison as Mrs. Witte and I went home to Wis 
consin for Christmas to be with the 2 of our 3 children and the 4 of our 7 grand- 
children who live in my home State. As I left Madison soon after Christmas to 
attend the Washington meetings of the Industrial Relations Research Associa- 
tion and the American Economic Association your letter had to be sent back 
here and was actually received by me only this week. 

I have also had difficulty in locating the 1939 Senate hearings from which the 
sentences were taken for which I was given credit in the Curtis subcommittee 
hearings. I have now located them, and it is very clear that the use made of 
my testimony was a complete and wholly unwarranted distortion of my views, 
as my testimony in the 1939 Senate hearings (and, in fact, even the quoted 
sentences) clearly establish I at this point discussed universal pension plans, 
not the existing old-age and survivors insurance. 

I took the position that universal pension plans violate insurance plans, sub- 
stituting therefor an uncertain handout. My position appears clearly in the 
second and third sentences following those with which you end your quotation. 
These sentences read as follows in the published hearings: 

“T think that we must preserve the insurance principle, the essential idea that 
the recipient of the pension realize that he bears part of the cost. If that is not 
the case I am afraid that you will have a runaway system that cannot possibly 
be financed, that will mean a breakdown of our economic order.” 

In 1939, as now, I opposed universal pensions not based on contributions, be- 
cause they violate sound insurance principles. But neither at that time nor 
on any other occasion have I ever failed to recognize that our old-age and sur- 
vivors insurance is not private insurance, nor have I ever claimed that there 
is the same sort of an insurance contract in a social-insurance system as in pri- 
vate insurance. But it has been my position that in social insurance it is danger- 
ous to disregard insurance principles and that, when this is done, the people to 
whom protection is promised will probably be badly fooled. 

I take it for granted that the members of the subcommittee and your staff 
group are honorable men and that you will want to correct the distortion of my 
views which occurred in my absence and without my knowledge. I suggest that 
if the quotation from my 1939 Senate testimony which was taken out of context, 
is included in the record of the subcommittee hearings, either my entire testi- 
mony in 1939 on universal pensions should be included or it should be made clear 
that my testimony related to universal pension proposals, not to the old-age and 
survivors insurance system. 

To make sure that this matter will come to the attention of the members of 
the subcommittee I am sending a copy of this letter to Chairman Curtis and also 
to Congressmen Cooper and Dingell who are the only members of the subcommit- 
tee I know personally. 

Sincerely yours, 
EpwIn E. Witte, Professor of Economics. 


House oF REPRESENTATIVES, 
COMMITTEE ON WAYS AND MEANS, 
SUBCOMMITTEE ON SocrAL SECURITY, 
Washington, D. C., January 20, 1954. 
Prof. Epwin E. Wrirrte, 
New York State School of Industrial and 
Labor Relations, Cornell University, Ithaca, N. Y. 

Drar Proressor WITTE: This is in reply to your letter of January 8, in which 
you state that the “use made of my testimony was a complete and wholly unwar- 
ranted distortion of my views * * *.”” You had previously charged publicly that 
your testimony had been distorted and lifted out of context. This occurred in a 
session on social security, Monday, December 28, 1953, sponsored by the Indus- 
trial Relations Research Association, where you served as moderator. 

The pertinent part of your testimony covers 15 paragraphs beginning with the 
second paragraph on page 251 (Social Security Act Amendments, hearings, 
Senate Finance Committee, 76th Cong., Ist sess.). We quoted from the heart of 
this statement in which you supported the existing system and the proposed 
amendments (H. R. 6635 under consideration) and distinguished it from other 
proposals under discussion. This part is in the 13th of the 15 paragraphs referred 
to above. 
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In your analysis in these paragraphs of the potential consequences of universal 
pensions you contrasted the character of the benefits under universal pension 
programs with the benefits under the existing system. In giving your key dis- 
tinction between old-age and survivors insurance and such pensions, you stated, 
“The danger of the breakdown of the economic system—the possible threat of 
the breakdown of the economic system—if we provide for universal pensions, lies 
in the fact that the pension becomes not a matter of payment of an insurance 
contract but a handout.” 

Thus it is unmistakably clear that your statement implied the system under 
title II involved an insurance contract. Moreover, I find in your letter of Jan- 
uary 8 a statement supporting this implication. You observed, “I took the 
position that universal pensions plans violate insurance plans, substituting there- 
for an uncertain handout.” 

In your January 8 letter you contend that a paragraph following this quote in 
the 1939 hearings clarifies your position. This paragraph is as follows: 

“IT think that we must preserve the insurance principle, the essential idea 
that the recipient of the pension must consciously realize that he bears part 
of the cost. If that is not the case, I am afraid you will have a runaway system 
that cannot possibly be financed, and that will mean a breakdown of our economic 
order.” 

These two sentences, of course, cannot explain away your previous contrast 
between old-age and survivors insurance and universal pensions, namely that the 
“universal pension becomes not a matter of payment of an insurance contract, 
but a handout.” For what possible reason could you have here employed this 
contrast unless you were inferring that the existing system, with or without 
the proposed amendments, did involve insurance contracts? 

I note in your letter of January 8 that you have never “failed to recognize 
that our old-age and survivors insurance is not private insurance * * *” No one 
has ever argued as to whether it is or is not private insurance. That this pro- 
gram involves a Federal tax, is financed from Federal funds, and is administered 
by the Federal Government obviously makes it a public program. ‘This is not to 
say, however, the Federal Government cannot establish and operate a public 
insurance program that is truly “insurance” as that term is generally understood 
in this country. As you doubtless know, the Federal Government has established 
and is now operating several public insurance plans. ‘These include war risk 
insurance, national service life insurance, Federal crop insurance, Federal mort- 
zage insurance, and postal insurance. And in each of these there exists a contract 
between the insurer and the insured—between the Federal Government and the 
insured. 

I also note in your letter that you have never “claimed that there is the same 
sort of an insurance contract in a social insurance system as in private insur- 
ance.” The only question at issue is whether or not there is, or ever has been, a 
contract under title II of the Social Security Act. 

I am sure you have known that the Social Security Act from its inception has 
reserved to Congress “the right to alter, amend, or repeal any provision” of the 
act. Furthermore, this provision gives Congress the power to change retroactively 
the statutory rights of individuals covered—a power which Congress has already 
exercised, in 1939 and again in 1950. No contract under title IL could coexist 
with this reservation of power to Congress. 

The opinions of any individual, or group of individuals, concerning the char- 
acter of the benefits of the rights under title II must yield to the highest and 
final authority—the law and decisions of the courts of this land. If you will turn 
to standard texts on insurance and to the decisions of our courts of law, you will 
find that one essential to insurance is the existence of a contract. In these, you 
will observe no confusion, no obfuscation, with respect to the essentials of in- 
surance—be the insurance either private or public. 

Your charge that we distorted and lifted out of context your testimony (before 
the Senate Finance Committee on Wednesday, June 14, 1939) is without any 
foundation. In order that the record may speak for itself, the chairman of the 
Subcommittee on Social Security is inserting in the record your “entire testimony 
in 1939 on universal pensions,” together with this correspondence. This portion of 
your testimony will begin with the second paragraph on page 251 and terminate 
with the second full paragraph on page 253 of the 1939 hearings before the 
Senate Finance Committee. 

Sincerely yours, 
Karu T,. ScHLOTTERBECK, Staff Director. 
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(The following portion of Mr. Witte’s testimony appears on pp. 251-253 
of the hearings, Committee on Finance, U. S. Senate, 76th Cong., 1st sess., 
H. R. 6635, Social Security Act Amendments, June 14, 1939.) 

Now let me say that as an offset to the points that I don’t like about this 
bill, there are very distinct improvements in the old-age insurance provisions 
in this measure. 

Mr. Epstein said that it gives us the best old-age security system in the 
world. That may be covering a lot of territory but, if I were satisfied that the 
promised benefits are fully financed, and if the provisions were such that so 
many of the younger workers would not be excluded in future years, I would 
endorse what Mr. Epstein said. 

Certainly the principles of paying widows and orphans of the one-third of all 
workers who die before age 65, widows’ and orphans’ benefits, in lieu of a 
small lump sum, is a great improvement. It is these families that need pro- 
tection, perhaps, more than any other group in society—normal families with 
young children, in all respects like other children, but with the great misfor- 
tune that the father died young. When the wage earner dies young, we know 
from experience that in the great majority of cases, it means an unprovided-for 
family. The provision in the present law under which you give that family 
a small lump sum certainly doesn’t take care of that situation, and I call your 
attention to the fact that of all wage earners of age 20, one-third die before they 
reach age 65. It is a very large group; it is a group that needs protection 
and which, under this bill, will get a much better type of protection than we have 
been affording it heretofore. 

Then, beyond question, it is good sense to give an additional allowance to the 
man that has a wife when he reaches old age. He has additional responsibilities. 
That holds true, too, of the dependent children, and we know now from exper- 
ience that even men of 65 often have dependent children under 16 or 18. Many 
of them are supporting the grandchildren of a daughter that died, many of 
them married or remarried late in life and have children of their own. They 
are responsible for the support of these children, and this bill makes it possible 
for them to support those children in decency when they can no longer work. 
I also think there is everything to be said for widows’ allowance. A man tries 
to make provision not merely for his own life but does, and rightly so, bear in 
mind the wife and the dependent children who also must live from what he 
gets. 

Above all, I urge enactment of this legislation because I feel that Congress, 
in this session, must pass some type of old-age security legislation, and of all 
of the likely alternatives, this alternative which preserves the contributory 
principle, this alternative which emphasizes that people get protection in old 
age, indeed as a matter of right, but also by reason of the fact that they have 
borne part of the costs, is a sound one. 

The only alternatives to this bill really are these. One is the alternative which 
I think Mr. Epstein suggested today—although I may not be correctly stating 
his idea—that in old age we should take care only of the people who are in need. 
In other words, tax all the working people for the benefit of the people who, in 
old age, need assistance, and in that manner shift from general taxes to payroll 
taxes the burden of old-age assistance, 

This seems to me a very unsound proposal. There may be people who think 
that all that we should do is to take care of the peoples’ need, but if that is the 
right principle, then certainly we should continue to make that a charge upon 
all of the taxpayers of the country, and not get the money for old-age assistance 
out of payroll taves. 

The other alternative is a universal pension, I am not discussing merely the 
Townsend plan. I submit that any universal pension whatsoever, of any amount 
that you may concede, in all probability will prove financially impossible and 
will also very likely mean a complete overturn of our economic system. 

There are 8,200,000 men over 65 years of age today. There will be 22 million, 
on the best estimates we now can make, in 1980. Above 60 there are 12,500,000 
people, and by 1980 there will be over 30 million people. Give these people, give 
everybody over 60, $60 a month, and assume that 500,000 of the 12,500,000 that 
yon now have are rich people; whom you might exclude from pensions. If you 
do a little multiplying, you will find that the cost is $8.4 billion per year. That 
would be the cost today; and the number of old people is increasing in this 
country at a rate between 2 and 3 percent each year. 
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There is still another aspect that I want to emphasize. You may want to 
start under very severe restrictions. I submit that no matter where you start, 
pressure upon Congress to increase the amount of the free pensions will be so 
great that ere long, even if you start conservatively, you will have a system in 
which you cannot possibly find the governmental revenues to meet the cost. 
There are a very large number of old people, they are politically important, and 
rightly so. The pressure that large numbers of old people can exert for increased 
pensions is going to be many times the pressure that the veterans have exerted. 

There is one further factor. No matter how liberal you make this pension, 
there always will be some old people for whom the pension is not a sufficient 
amount. If you make the pension on the basis of the individual, as you would 
be very apt to do, you run at once into this situation. Seventy percent of the 
men at age 65, or approximately that number, are married. In the average 
case the wife is 7 years younger than the husband. Where the husband is 65, 
the wife is 58. She is not entitled to a pension for 7 long years after the husband 
gets a pension. It follows that for 70 percent of the total number of the men 
this pension must support not 1 person but 2 persons. In many cases it will 
have to support more than 2 persons—children and grandchildren and other 
dependents, as well as the pensioner and his wife. 

No matter how liberal you make the pension, you will always have this problem 
that there will be thousands of people for whom the pensions are not sufficiently 
liberal, and the pressure that can be exerted because in some cases the pensions 
are not liberal and are not sufficient will be such that Congress will not be able 
to resist that pressure. 

The danger of a breakdown of the economic system—the possible threat of 
a breakdown of the economic system—if we provide for universal pensions, lies 
in the fact that the pension becomes not a matter of payment of an insurance 
contract but a handout. I think you gentlemen have had enough experience to 
know the dangers of the handout. If you put pensions to old people on the basis 
of a handout, there will be other pressure groups that will also be asking for 
handouts, and with at least equal claim to that which can be made by many of the 
old people. 

I think that we must preserve the insurance principle—the essential idea that 
the recipient of the pension must consciously realize that he bears part of the 
cost. If that is not the case, I am afraid you will have a runaway system that 
cannot possibly be financed—that will mean a breakdown of our economic order. 

In conclusion, because the alternatives are exceedingly dangerous, because 
this bill has many good features, and because most of the features that I consider 
bad are not immediate in their effects nor irremedial, I urge approval and passage 
of the bill, with amendments correcting the weakest points. 

Mr. Dincert. What is the point counsel is developing right at the 
moment! Is it the word “contract” ? 

Chairman Curtis. Yes. 

Mr. Dineewx. I do not get it. May I have the benefit of the expla- 
nation here from counsel, or Dr. Altmeyer, or both? I would rather 
have the explanation of Dr. Altmeyer. 

Chairman Curtis. Dr. Altmeyer, will you inform the gentleman 
from Michigan as to what your question was, raised in reference to 
the term “insurance contract’? 

Mr. Aurmeyer. The counsel stated—I wish that would be read 
back to the committee, please, his statement. 

(The pending question was read. ) 

Mr. Atrmeyer. Now, Mr. Chairman, you will note that he stated 
that my statement contained—just let me finish my statement—con- 
tained in all of these sources from which he has quoted, that I used the 
expression “contract.” 

Chairman Curtis. I think he said you and your associates. 

Mr. Aurmerer. Very well. “You and your associates used the 
term contract.” And he gives as the only reference so far a statement 
made by Mr. Witte, Prof. E. E. Witte, of the University of Wis- 


consin, who—— 
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Mr. Drncety. Was one of the builders of social security. 

Mr. Aurmryer. Yes; he was in charge of the technical staff in 1934 
when the law was being developed. 

Now, I cannot speak for Mr. Witte, of course, but he was not at 
the time he testified an official of the Federal Government or asso- 
ciated with the Federal Security Agency or the Social Security 
Administration in any way, shape, or manner. 

Mr. Dincei. Certainly not after the adoption of the provisions 
in law. 

Mr. Arrmryer. Yes, sir; that is right. He finished in 1935 with his 
work as Chief of the Technical Staff. 

Mr. Drincevi. After you came in he had finished his work. 

Mr. Atrmeyer. Yes, sir. Now, in justice to Mr. Witte, and because 
of the importance of this legal question, which I have no doubt will 
be raised, and has been raised by the chairman of the subcommittee 
on previous occasions, it is important to note that Mr. Witte uses this 
expression “insurance contract” not as a lawyer would use that term. 
This insurance is established as a matter of statutory right. There is 
no individual contract between the beneficiary and the Government. 

Mr. Dince... Congress knew that, did it not ? 

Mr. Aurmeryer. Yes, of course. Iam sure it did. 

Chairman Curtis. Mr. Altmeyer, when you finish I want to ask 
you a thing or two on that. 

Mr. Atrmeyer. I want to make it clear that there Mr. Witte was 
speaking for himself as a private individual: that I believe he used 
he expression “insurance contract” in an unlawyerlike fashion, and 
1e would correct it, I am sure, if he were asked to do so, to indicate 
hat he meanta definite statutory right enforceable by law. 

Mr. Enernartrer. And you never tried to give the impression that 
each individual had a contract with the Government? 

Mr. Aurmeyer. I beg your pardon. 

Mr Exsernarrer. You have never tried to give the impression that 
individuals had a contract with the Government ? 

Mr. Aurmryer. Not that I recall: no, sir. 

Chairman Curtis. Mr. Altmeyer, it is your view that the title IT 
does not provide an insurance contract ? 

Mr. Aurmeryer. In the sense of an individual contract it does not. 

Chairman Curtis. The individual has no enforceable contract 
inst the Government? Is that correct? 

Mr. Aurmryer. You are putting words in my mouth. 

Chairman Curtis. I will ask you that. 

Mr. Arrmryer. He has no contract. So, therefore, whether it is 
enforceable or unenforceable is beside the point. 

Chairman Curtis. He has no contract? 

Mr. Drneetu. As an individual. 

Chairman Curtis. The individual who perhaps was 21 years of age 
in 1937 and who has been in covered employment since then, since 
1937, and will have to continue to pay these taxes until he is 65, has 
no contract? Is that your position? 

Mr. Aurmeyer. That is right. 

Chairman Curtis. And he has no insurance contract ? 

Mr. Aurmerer. That is right. 

Chairman Curtis. It is a statutory right? 

Mr. Aurmeyer. It is a statutory right enforceable by law. 
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_Chairman Curtis. Now, could the Congress change that statutory 
right ? 

Mr. Aurmryer. Yes; and it has done so to improve and liberalize 
the benefits time and again, and it will do so in the future, I am sure. 

Chairman Curris. And it has taken benefits away; has it not# 

Mr. Aurmryer. It has changed the type of benefit by providing more 
liberal benefits. 

Mr. Drxeeii. The 80th Congress took benefits away. 

Chairman Curtis. For some individuals, in 1939. Prior to that 
they had a benefit in there that they no longer have? 

Mr. Aurmryer. There was more of a savings bank element and less 
of the insurance element prior to 1939. 

Chairman Curtis. I am pleased at your statement, Mr. Altmeyer. 
I have never questioned that we would have a meeting of minds on 
these things. If the millions and millions of American people who 
have paid social security taxes through the years have an insurance 
contract, there is nothing that I can say that will take it away from 
them. There is nothing that I can do that will take it away from 
them. There is nothing that the Congress of the United States can 
do that will take it away from them. The contracts of the United 
States Government are good. On the other hand, if they do not 
have 

Mr. Atrmeyrer. You are not quite correct in that. The Congress 
of the United States did take away the right to receive payments 
under a contract in gold. 

Mr. Dincetit. And which Congress did take benefits away recently, 
for up to 1 million people. 

Chairman Curris. We will not go into the gold decision. 

Mr. Dinogett. Why not. 

Chairman Curtis. If you adhere to that view on the gold decision, 
do I take it that you advocate some such procedure in reference 
to claims under title II of the Social Security Act? 

Mr. Dincetu. He did not say that. 

Mr. Attmeyer. The point I wish to make, Mr. Chairman, is that 
a statutory right which is enforceable by law is the important element 
in this insurance system, this old-age : and survivors insurance system, 
and under the State unemployment insurance laws, and under work- 
men’s compensation, and under other types of social insurance. Now, 
the question of whether it is a contractual right or a noncontractual 
right is immaterial and unimportant, so long as it is statutory right, 
enforceable by law, and not subject to the whim or caprice of any 
political body or administrative official. 

Chairman Curtis. Now, a statutory right can be changed by the 
duly constituted elected body, can it not ¢ 

Mr. AtrmeEyer. It certainly can. 

Chairman Curris. Yes; and we have so stated from the beginning, 
regardless of the attacks from various sources. 

Mr. Aurmryer. Excuse me. When I said “political body.” I did 
not mean legislative body. I meant political administrative agency. 

Chairman Curtis. I understand that. Until the Congress changes 
the law, we are all agreed that the administrative agencies have to 

varry out the law. If a benefit is provided, it has to be given, and the 
people are entitled to enforce their benefit to that extent. 
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We have stated from the beginning that we wanted to make an 
analysis and fact-finding study of social security. I want all these 
millions of people who have ps aid to know whether or not they have a 
contract with the Government. 

Now, we will perhaps come to this later in the hearing. All people 
who pay for certain types of insurance with the Government do have a 
contract. I think it makes a difference in the manner of financing 
that you undertake. I believe that the Ways and Means Committee 
who recommend to the Congress should know, that workers and old 
people alike should know, whether or not they have a contract with 
their Government. We had a purpose in placing these statements in 
this record. I do not know whether they were carefuly thought out. 
Our sole purpose is to find out where we are and where we are going 
from here, and not to punish or embarass anybody. But referring to 
those statements like “A social insurance card is an insurance policy”— 

. “policy” to the minds of most people, in the generally accepted mean- 
ing of the term, means a contract that cannot be changed by either 
party. 

The people who have been covered under social security do not have 
a contract that cannot be changed by the one party, the Government, 
is that not true? 

Mr. Avrmeyer. Of course, I am amazed, Mr. Chairman, that it 
took all this time for us to have a meeting of minds, because a simple 
inquiry of the Attorney General or of the General Counsel or of 
any attorney on your staff, I think, would have cleared up this question 
of what was meant by “right” under the old-age and survivors insur- 
ance system. There has never been any confusion so far as that. 

Mr. Drnoetx. He did not have to be brought in on the end of a 
chain to admit that, did he? 

Mr. Aurmeyer. Let me add, Mr. Chairman, that I think that the 
statutory right is far stronger than a contractual right under some 
private insurance companies, for the very reason that you have a 
responsible legislative body, the Congress of the United States of 
America. You have at the present time about 90 million people who 
have accumulated wage credits. Now, it is inconceivable to me that 
the Congress of the United States would ever think of taking action 
to prejudice their rights that have developed under existing legis- 
lation. On the contrary, the Congress of the United States has con- 
tinually improved, increased their benefit rights. 

Mr. Esernarter. An unmoral Congress could take away a veter- 
an’s pension. An unmoral Congress could take away the retirement 
benefits of the civil-service employee, could they not ? 

Mr. Atrmeryer. I think so. 

Mr. Esernarrer. I think they could. Are we going on that premise? 
We are not going on the premise that we are going to have an unmoral 
Congress that would deprive all these people, these 90 million people, 
of their social-security benefits. 

Mr. Autrmeyer. As a matter of legal history, if you are interested 
in the question of contractual rights, I think you, Mr. Chairman, 
and your counsel, may be interested in this little bit of legal history: 

If you will examine the court decisions, when the workmen’s com- 
pensation insurance was enacted, back in 1911, the court then strug- 
gled with this very question: “What was this? Was this a right 
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arising out of tort, or was it a contractual right, or was it a right 
created by statute?” 

And I think you will find that the majority of the court decisions 
ruled that it was a statutory right that was created, neither arising 
out of tort or arising out of an individual contract between the em- 
ployee and the employer. 

Chairman Curtis. Now, Mr. Altmeyer, I just want to say this: 
We have a responsibility to the people of this country that they under- 
stand exactly what sort of system exists. I believe if we would go 
back, especially to 1937, and all through these years, that the general 
term “insurance” meant something in the minds of the American 
people. 

You tell me now that it is your belief that they do not have an 
insurance contract ? 

Mr. Dincetx. Individually and in writing. 

Chairman Curtis. Yes; any kind. 

The Government of the United States does issue insurance contracts 
that the Congress cannot disturb, such as national service life insur- 
ance. ‘These veterans can rely on their policies, and this Congress 
could not meet tomorrow or the next Congress or anything else, and 
change that contract. They have insurance. They have a contract 
that cannot be changed. 

Mr. Eberharter compared social security to veterans’ benefits. 
That comparison is perhaps correct—or at least, it is worth consid- 
ering. I think that when those eminent lawyers of high repute went 
before the Supreme Court in 1937 and in their brief—and two of those 
lawyers are now on the Court—said, and I quote: 

The act cannot be said to constitute a plan for compulsory insurance within 
the accepted meaning of the term “insurance.” 

Mr. Drncett. What was that, Mr. Chairman ? 

Chairman Curtis. This is the Social Security Act. Those men are 
able men, honest, ethical. The last thing they would do would be 
to commit a fraud upon the Court and represent the facts differently 
than they were, and they said that it was not insurance. 

After that time, the people were repeatedly told that it was insur- 
ance. Sometimes it is true that it is modified by the term “social in- 
surance.” Pamphlets were issued and individuals were told that their 
social security card constituted their policy. The word “premium” 
vas used. The Congress was asked to insert the word “insurance” in 
the statute. Our sole purpose here is to ascertain what are the facts 
whether it is insurance or not, whether it is a contract or not. 

I 7 ive faith that the 83d Congress will want to be as just and fair as 
they can be with everyone who has paid OASIT taxes, with every old 
corde in the country. But as we stated in the beginning, the purpose 
of this inquiry was to ascertain whether or not it was insurance. 

We will proceed with some further inquiry, but I think we will take 
a noon recess at this time. 

Mr. Aurmeryer. I hope, Mr. Chairman, that you are not suggest- 
ing that the full faith and credit of the United States of America is 
not behind this social insurance system that we have been discussing. 
I am sure you are not suggesting that, but some people might get that 
inference, and it would be quite ‘unfortunate. 
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—— 


Secondly, may I point out that you are confusing insurance, the 
concept of insurance, with the concept of contract. There is no equa- 
tion between the two, necessarily. 

Chairman Curtis. The full faith and credit of the United States 
Government, of course, is back of everything it does, but in some cases 
it is a contractual situation, such as national service life insurance, 
war-risk insurance, parcel-post insurance, Federal mortgage insur- 
ance, and crop insurance. Those things are insurance. 

Mr. Dixcett. Mr. Chairman, do you have any specific incident 
wherein the United States Government, through the social security, 
has robbed or deprived or minimized anybody’s benefits under the 
law? 

Chairman Curtis. We will want to come to some cases later on in 
the hearings where people have reached retirement age and were told 
they were entitled to certain insurance benefits and, after that settle- 
ment arrived, months later it was taken away from them. 

Mr. Drneetx. Did they go to court for an adjudication of the 


~ 


decision ¢ 


Chairman Curtis. I am not sure, but our record here in the last 2 
weeks has a number of such cases. 

Mr. Dincety. Granting that it is as you said, would not the courts 
be the final resort to adjudicate the grievance ¢ 

Chairman Curtis. That is correct. 

Mr. Drnceixt. Then, it seems to me that if a man has his day in 
court, he cannot lose, under a contract. 

Chairman Curtis. If he has a contract, he cannot lose. 

Mr. Drncei. Or on the statutory provision, an implied contract. 
His social security card, for all practical purposes, is his policy, be- 
cause they all get that recognition by statute. 

Chairman Curtis. Had the gentleman been here at our last session 
he woul l appreciate that the reason it is not a contract is that one 
party, the Government, can change it. 

Mr. Drncetx. Let me ask you this 

Chairman Curtis. No; I am going to answer your question, and I 
will answer it. 

Last Wednesday I read into the record a letter from some lawyers 
in New York who represented a lady who had arrived at 65. She was 
awarded a secondary widow’s benefit under title II of the old age and 
survivors insurance of some $45.50. She could not live on it so she 
went to work in a hospital. She worked there for some time. The 
question came up as to whether or not that hospital should voluntarily 
come under social security because the Congress had changed the law 
in the meantime. She and the others voted to do so, not realizing 
what her rights were. She found that her benefit was taken away 
from her because the Congress changed the law after she retired and 
the lady has been asked to repay to the United States Government 
$1,022. 

Throughout the last 2 weeks, Mr. Dingell, while we have been pur- 
suing this factfinding study, several such cases have been inserted in 
therecord. There are more of them to go in today. 

Mr. Dineeit. Mr. Chairman, let me ask you this, at this point: 

This lady you speak of, however, was a widow. The one change 
that you did overlook is that that widow originally did not have any 
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equity or right. That came in, Mr. Chairman, with time, as Congress 

liberalized the act in 1939 by providing survivors’ benefits, and “that 

was a change we made, and we have been making these changes up- 
ward and onward and forward; is that not right, Mr. Altmeyer? 

Mr. Attmeyer. Yes, sir. 

Mr. Dineett. And we established certain rights, contract or no 
contract, but they were all for the better excepting that one unfor- 
tunate one that was made in the 80th Congress, when up to a million 
men and women were cut out. We got away from that—that was cor- 
rected quickly by the subsequent election—and I do not think you 
people are going to try anything like that again. You have had reli- 
gion and lots of it since that time. 

Chairman Curtis. Mr. Dingell, I have no criticism of a little parti- 
san talk now and then. 

Mr. Drncewu. In spite of all your faults, you are my friend. I want 
to see you come back. 

Chairman Curtis. When the young man who is now 21, who starts 
paying social security, is given his social security card and told that 
his social security card is “his insurance policy, when he reaches the 
age of 65 neither you nor I will be in Congress. 

Mr. Drncety. No. 

Chairman Curtis. We do not know what political parties will be. 

Mr. Dince.u. There will be a Democratic Party always. You may 
be in doubt about the Republicans, but I am not about the Democrats. 

Chairman Curtis. All right. 

Now, it is not the purpose of this subcommittee to say that it should 
or not be insurance, but it is the purpose of this subcommittee to find 
out whether it is insurance or not, within the generally accepted mean- 
ing of the term, as our people back home would understand it. 

The committee will stand adjourned until 2 o’clock. 

(Whereupon, at 12:18 p. m. the committee recessed, to reconvene 
at 2 p.m. of the same day.) 


AFTER RECESS 


Chairman Curris. The committee will come to order. 

Mr. Evernarter. On the subject of rights, before you leave I would 
like to make an observation and I would like to ask some questions. 

The Chairman has talked a good bit about rights. 

Chairman Curtis. Do you want to make an observation now ¢ 

Mr. Exsernarter. Yes, on that same subject. 

Mr. Chairman, on the question - rights, whether we talk about 
statutory rights or vested rights, « r obligations, or duties, or what- 
ever you want to determine it to ay it occurred to me that most of the 
rights that the people in this country have are statutory rights. 
Really, all the States of the Union have established sts itutory rights 
for their citizens. Congress has established rights by law for the 
States to give statutory rights to its citizens under any plan that was 
approved “by Social Security Administration under any approved 
plan. 

We are all familiar with the GI bill of rights. By that measure 
we established statutory rights for a soldier serving in the Armed 
Forces, rights to education “benefits, and so on existing as of today. 








924 ANALYSIS OF THE SOCIAL SECURITY SYSTEM 


That is a factor which I think servicemen in many cases take into con- 
sideration. It is mentioned to them for the purpose of inducing them 
to reenlist so they can have rights to an education, retirement and so 
on. I think statutory rights are big factors when persons are con- 
sidering whether to enter government employment. There are certain 
statutory rights to retirement benefits. I think established rights are 
factors entering into private employment also, because we have heard 
from many reputable concerns who testified publicly that it is very 
difficult to get good employees unless the business concern has a good 
retirement system or is covered by social security. 

Those business concerns that have private retirement systems do 
not, of course, base them upon statutory rights. Still, the employees 
feel that they have a right to retirement when they enter employment 
and are greatly influenced thereby. The same is true as to social 
security. In either case those rights are here to stay and are well ac- 

»pted and understood. 

me ongress was given, under the Constitution, the right to establish 
courts ; was it not ? 

Mr. Aurmeyer. I think so. 

Mr. Esernarrer. Federal Courts—Congress was given the right 
under the Constitution to establish Federal courts. Congress estab- 
lished the circuit court of appeals, district courts, the Court of Claims, 
Court of Patent and Customs Appeals—all those courts. 

Is it conceivable to you that Congress is going to abolish the rights 
that were granted through the establishment of those courts, including 
the rights of citizens to appeal to those courts? Is it conceivable to 
you that Congres would do that? 

Mr. Aurmeyer. No, sir. 

Mr. Exernarter. Is it conceivable to you that Congress would 
ibolish any statutory rights now existing in those people who have 
wage credits for social security purposes / 

Mr. Aurmeyer. No, sir. 

Mr. Exsernarter. It is not conceivable to you. I notice in the Legis- 
lative Daily published by the United St: ates Chamber of Commerce, 
summarizing its proposal as to social security, under date of Septem- 
ber 1, 1953, there is, in very black type, type heavier than the rest 
of the sheet, this quotation : 

The idea that the Federal pension plan is real insurance is a fake after all— 


Mr. Dincett. Who said that? 

Mr. EsernHarter (reading) : 
for, actually it is simply another Federal activity— 

There are other quotes in this chamber of commerce publication 
of that date. I do not know the purpose of all of this questioning 
about rights, but it seems to me it is directed toward creating fear in 
the minds of the people of the country that they have no rights at all 
under the social security system or perhaps trying to lay the ground- 
work to follow the proposal of the Chamber of Commerce of the 
United States and, perhaps, lay the groundwork also for abolishment 
of the present social security system, but as you said before, you do 
not conceive that Congress would do that? 

Mr. Attmryer. No, sir. 
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Mr. Esernarrer. From your experience, Mr. Altmeyer, do you 
know whether or not many business establishments have adopted 
retirement systems, taking into consideration the fact that we have 
social security for workers generally and that their systems are de- 
signed as a supplement to the social security system we have in the 
United States ¢ 

Mr. Aurmeyer. Yes. I think that the advent of the social security 
system, specifically the old-age and survivors insurance system, gave 
a great impetous to the creation of these private pension plans and 
they do, of course, take into account the protection that is afforded 
under the old-age and survivors insurance system when they create 
their own particular private pension plan. 

Mr. Esermarrter. So that all those concerns who took into consid- 
eration the present social security statutes and benefits thereunder 
would necessarily feel impelled to revise their plans in case any 
changes were made in the social security insurance system that we have 
in the United States? 

Mr. Aurmeyer. I think it would have a drastic effect upon those 
private pension ] -adverse effect. 

Mr. Esernartrer. Mr. Altmeyer, you built up certain rights in your 
Federal employment; did you not? 

Mr. Aurmeyer. Yes. Not as much as I would have hoped to build 
up. I missed out by 5 weeks building up survivors’ rights. 

Mr. Esernartrer. You had about 5 more weeks to serve in order to 
become eligible for survivors’ rights in the civil service retirement 
system ¢ 

Mr. Aurmeyer. Yes. 

Mr. Esernarter. And you were in effect, dismissed from your 
position which you then held, before you could establish that 5 weeks 
more of eligibility ? ¢ 

Mr. Atrmeyer. The position was abolished. 

Chairman Curtis. You were offered another position, were you 
not, during that time? 

Mr. Aurmeyer. I was offered a position as consultant to advise on 
ways and means to improve the Social Security Act, which I thought 
was somewhat taking advantage of the taxpayer of the United States 
since that’s what I have been doing for the last 18 years ard so I 
declined to be a party to that. 

Chairman Curtis. You were offered a position to continue on in 
your employment so far as your retirement arrangement was con- 
cerned under civil service; were you not ? 

Mr. Aurmeyer. I was offered this position as consultant, if that is 
what you mean. 

Chairman Curtis. Yes. 

Mr. Attmryer. And I declined it for the same reason that I declined 
serving as consultant to you. 

Chairman Curtis. That is your decision, but we do not want to let 
the record stand here that you were let out of Federal service nearing 
certain retirement benefits and given no chance to retain those. 

Mr. Aurmeyer. I thought it was a little humiliating, you know. 
After all, it would have been very easy to have continued me for 5 


weeks. My successor was just qualified this week, so there was no 
big rush. 
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Mr. Drncetz. How long have you been out of the service ? 

Mr. Avrmeyer. Since April 10, 1953. 

Chairman Curtis. That is really beside our inquiry here but I think 
in fairness to everyone concerned the record should show that you 
were offered a job. 

Mr. Dincevu. But in interest of fairness to all concerned the fact 
remains that he could have been kept on another 5 weeks and there 
would have been no question about it. This happened last April and 
his successor just qualified now. What was the rush in firing him so 
soon ? 

Chairman Curtis. I do not know anything about that. This is 
not an inquiry into Federal Employment. 

Mr. Esneruarrer. I was just on the general subject of rights and 
benefits. 

Chairman Curtis. Are you through, Mr. Eberharter. 

Mr. Esvernarrer. I just wanted to say on the question of rights, 
Mr. Altmeyer was figuring on building up rights under the civil 
service retirement system. 

Chairman Curtis. Are you through at this time? 

Mr. Esernarter. I hope before Mr. Altmeyer finishes he will be 
given an opportunity if he desires to make any suggestion to the com- 
mittee for the improvement of the present system. If he desires to 
do so, will he be given that opportunity ¢ 

Chairman Curtts. I was just ready as I opened this hearing this 
afternoon to state that where we left things this morning, coming to 
an agreement that there is no insurance contract here, has materially 
reduced the time that it is going to take to complete this inquiry 
very materially. And for the benefit of everyone here, let me again 
say that our sole purpose in this is to find out what are the facts, 
in order that the Congress understands what the social-security law 
provides and that the people back home understand. With those 
facts, improvements will come about in our social-security system. 
This has been a factfinding study all the way through to produce e facts 
which will lead to the improvement of our social-security system. 

Arriving at an agreement that there is not an insurance contract in 
title II, as I say, has materially reduced the amount of time required 
to establish that. 

Mr. Altmeyer, you stated when you arrived that you had prepared 
a statement that you wanted to give here. If you have such a state- 
ment and want to give it, you may do so now. 

Mr. Dincety. Just be fore he does, let me just ask one or two perti- 
nent questions and they will not be long. We seem to be stressing a 
specific kind of contract. I think it is overemphasized, Mr. Chair- 
man, because in the first place you are dealing with our democratic 
Government and this Government of ours does not re pudiate its obli- 
gations to its citizens 

Chairman Curtis. No one has suggested that. 

Mr. Dincety. I know. I understand. Let me say this: The reserve 
is covered by what has time and again been criticized with being 
so-called I. O. U’s, but what are they? They are United States 
Government bonds. Instead of letting dollar bills pile up in the fund, 
we are letting bonds. We buy Government bonds, put them into the 
fund, for the protection of the reserve and for its buildup through 
interest. However, speaking of a contract, the chairman is aware 
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as a lawyer, and I am sure that the witness and the rest of the mem- 
bers of the committee are aware, of the fact that no matter how 
specific the contract is with the United States Government, the indi- 
vidual cannot sue on any contract unless Congress through the pre- 
liminary steps of a committee would act favorably upon consent for 
an aggrieved citizen to sue the Government. Then that has to go 
through Congress, both Houses. 

Chairman Curtis. Oh, no. 

Mr. Dincett. Let me finish. 

Chairman Curtis. A man can sue on any of these insurance con- 
tracts that the Government issues. 

Mr. Dincetxi. He cannot sue the Government without the consent 
of the Government itself. 

Chairman Curtis. They have consent on that and—— 

Mr. Dincetu. It has to be on a specific complaint or interest. 

Chairman Curtis. No, it does not. 

Mr. Drncetn. I am a layman but do not try to sell me something 
of that kind. The fact of the matter is you have to get permission of 
Congress to sue the sovereign. 

Now, if the Congress chooses not to give consent, your contract is 
not worth the paper it is written on. More than that, if consent is 
given and you win, even if Congress allows a certain amount to satisfy 
the aggrieved complainant, on the contract, you still have to get 
through the Committee on Appropriations, and I know of bills that 
went through Congress that years later were not paid because the 
Committee on Appropriations thought that Congress had no right to 
do that or no business to do it, so we are overemphasizing the im- 
portance of a specific individually written contract and we are forget- 
ting about the integrity and the honesty of the Government of the 
United States, which is a government of the people, even under Re- 
publican times. 

Chairman Curtis. That is not a correct statement as to the rights 
to the Government. But you will proceed with your statement. 

Mr. Aurmeyer. You misunderstood me, Mr. Chairman. I have 
no prepared statement to make. I did not know I would be permitted 
to make any statement, so I did not prepare one. I have some rough 
notes that I intended to use to guide me in any connec ted statement 
that I was permitted to make. I am not clear yet, Mr. Chairman, as 
to what sort of testimony you want from me. 

Chairman Curtis. We will ask the questions we want, but you stated 
this morning that you had a prepared statement that you wanted to 
deliver. 

Mr. Aurmeyer. I said I had a statement I would like to make, but 
it is not prepared. 

Chairman Curtis. You proceed to make that now. 

Mr. Aurmeyrer. However, I do not want to make a statement that 
is not in accord with your desires as a chairman. Just let me finish 
this and then I will make it clear. I do not know whether you want 
me to discuss principles as you call them, or philosophy, or whether 
you want me to give a histor y of the deve ea nt of the Social Secu- 
rity Act, or whether you want me to make recommendations for its 
improvement. 
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I had hoped, of course, that this subcommittee had a purpose which 
was to develop recommendations for the improvement of the Social 
Security Act, but now I am at a complete loss as to what your pur- 
pose 1S. 

Chairman Curtis. We will take care of the inquiries we want to 
make. You stated that you wanted to make a statement. If you 
do in the course of your appearance here, we will hear it now. As 
to what should be in that statement, you will be the cio. I do not 
want it said that you were not permitted to make a statement that you 
chose to make. I am granting you that right now. 

Mr. Aurmeyer. Then, Mr. Chairman, I would first like to discuss 
the history of the Social Security Act to bring out as near as I can 
what seem to me significant elements that the Congress of the United 
States had in mind when it was enacting this legislation which has 
come to be called the Social Security Act. 

After that I would like to present to the committee a statement 
as to what I see as regards the probable, what I would hope would 
be the probable, future developments of social security in America. 
Does that meet with your approval? 

Chairman Curtis. I am making no requirements on what you 
put in your statement that you stated you wanted to make to this 
committee. 

Mr. Aurmeyer. I just wanted to save your time by finding out 
what you had in mind, but I see it is impossible so I will have to cover 
a number of things. 

Chairman Curtis. It is what you want to state. 

Mr. Aurmeyer. Mr. Chairman, I would like to start first with a 
quotation from a message of the President of the United States, dated 
June 8, 1934, President Franklin Delano Roosevelt. He said: 

Our task of reconstruction does not require the creation of new and strange 
values. It is rather the finding of the way once more to known, but to some 
degree forgotten, ideals and values. If the means and details are in some 
instances new the objectives are as permanent as human nature. Among our 
objectives I place the security of the men, women, and children of the Nation 
first. This security for the individual and for the family concerns itself 
primarily with three factors: People want decent homes to live in. They want 
to locate them where they can engage in productive work, and they want some 
safeguard against misfortune which cannot be wholly eliminated in this man- 
made world of ours. 


The report of the Committee on Economic Security to the President 
of the United States, which was transmitted with this message of 
the President of the United States from which I have just quoted, 
reads, in part, as follows, and I quote from page 1: 


The need of the people of this country for “some safeguard against mis- 
fortunes which cannot be wholly eliminated in this manmade world of ours” 
is tragically apparent at this time when 18 million people, including children 
and aged are dependent upon emergency relief for their subsistence and approxi- 
mately 18 million workers have no employment other than relief work. Many 
millions more have lost their entire savings and there has occurred a very great 
decrease in earnings. ‘The ravages of probably the worst depression of all time 
have been accentuated by greater urbanization with a consequent total de- 
pendence of a majority of their people on their earnings in industry. 

As progress is made toward recovery this insecurity will be lessened, but 
it is now apparent that even in the normal times of the prosperous 1920’s a large 
part of our population had little security. 
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I must correct my statement that this quotation was from the Presi- 
dent’s message transmitting this report of the Committee on Economic 
Security. It was a messé ige to the Congress on June 8, 1934, in which 
he said he was setting up this Committee which later made this re port 
from which I have just quoted. 
On page 3 of this same report of the Committee on Economic Secu- 
rity this passage appears: 


The one almost all-embracing measure of security is an assured income. A 
program of economic security as we vision it must have as its primary aim the 
assurance of an adequate income to each human being in childhood, youth, 
middle age, or old age, in sickness or in health. It must provide safeguards 
against all of the hazards leading to destitution and dependency. <A piecemeal 
approach is dictated by practical considerations, but the broad objective should 
never be forgotten. Whatever measures are deemed immediately expedient 
should be so designed that they can be embodied in the complete program which 
we must have before long. To delay until it is opportune, until we set up a 
complete program, Will probably hold up action until it is too late to act. 

A substantial beginning should be made now in the development of the safe- 
guards which are so manifestly needed for individual security. As stated in 
the message of June 8, these represent not a change in values, but rather a re- 
turn to values lost in the course of our economic development and expansion. 
The road to these values is the way to progress. We will not rest content until 
we have done our utmost to move forward on that record. 


On page 25 of this same report in a section headed “General Outline 
of Recommendations” this passage occurs: 


An adequate old-age security program involves a combination of noncontribu- 
tory pensions and contributory annuities. Only noncontributory pensions can 
serve to meet the problem of millions of persons who are already superannuated, 
or shortly will be so, and are without sufficient income for a decent subsistence. 
A contributory annuity system, while of little or no value to people now in these 
older age groups, will enable younger workers with the aid of their employers 
to build up gradually their rights to annuities in their old age. Without such 
a contributory system the cost of pensions would in the future be overwhelming. 
Contributory annuities are unquestionably preferable to noncontributory pen- 
sions. They come to the workers as a right, whereas the noncontributory pen- 
sions must be conditioned upon a means test. Annuities, moreover, can be ample 
for a comfortable existence bearing some relation to customary wage standards 
while gratuitous pensions can provide only a decent subsistence. 

Difficult administrative problems must be solved before people who are not 
wage earners and salaried employees can be brought under the compulsory sys- 
tem, and it is to be expected few high-income groups will come to financial grief 
and dependent in old age. Until literally all people can be brought under the 
contributory system a noncontributory system will be necessary even in long- 
range security planning. There is also need for a voluntary system of annuities 
to supplement the compulsory system which we advocate intended primarily for 
persons of low and moderate income who are not included in the compulsory 
system. While the latter is not as important as the noncontributory pensions 
and the compulsory system of contributory annuities, we recommend that estab- 
lishment of a related but distinct voluntary system of Government old-age an- 
nuities for restricted groups in the population who do not customarily purchase 
annuities from commercial insurance companies. 


On page 31 of that same report, there is the following passage: 
The plan outlined above— 
and that is the plan relative to this contributory insurance system— 


contemplates that workers who enter the system after the maximum contribution 
rate has become effective will receive annuities which have been paid for 
entirely by their own contributions and the matching contributions of their 
employers. Workers now middle-aged or older will receive annuities which are 
substantially larger than could be purchased by their own and the matching 
contributions, although considerably less than the annuities which will be 
paid to workers who contribute for longer periods. 





930 ANALYSIS OF THE SOCIAL SECURITY SYSTEM 


I would like to emphasize that particular passage. It apparently 
comes as a surprise to the chairman of this subcommittee that the 
retirement benefits and the other benefits payable in the early years of 
this insurance system are larger than the annuity or the benefit that 
would be payable if the workers own contribution were used to pur- 
chase that sort of protection from a private insurance company. ‘This 
point was brought out in the report of the Committee on Economic 
Security and it was thoroughly considered by the Congress of the 
United States as early as 1935, so there was never any question that it 
Was necessary to pay annuities in excess of the amount of an annuity 
that could be purchased with i” employee’s own contribution or even 
with the annuity purchasable by his own contribution plus an equal 
amount from his employer. 

In other words, it was never contemplated that the employer’s 
contributions should be earmarked for individual empleyees, but 
rather used to pay larger annuities in the case of middle aged and 
older workers who retired in the earlier years of the system. 

Larger annuities than on a strictly earned basis would seem desirable because 
annuities build up only very slowly. The allowance of larger annuities than 
are warranted by their contributions and the matching contributions of their 
employers to the workers who are brought into the system at the outset will 
involve a cost to the Federal Government which if payments are begun immedi- 
ately vi total approximately $500 million per year. 

However, the Congress of the United ee Rebs n it acted upon 
this recommendation established it on a self-s ining basis not re- 
quiring any contributions from general governme ental revenues. 

Mr. Esernarter. At that time the committee was advised that all 
private pension plans in the early stages pay more to those arriving at 
the retirement age then that : based on the amount of the contri- 
butions ? 

Mr. Arrmeyer. Yes. 

Mr. Esernarter. That was considered by the committee ? 

Chairman Curtis. Let the witness proceed to make all the statement 
he wishes. 

Mr. Atrmerer. May I turn, Mr. Chairman, to the report of the 
Ways and Means Committee made in 1935 to the House of Represent- 
atives. I first will read the report of the majority of the committee. 
At that time the majority was Democratic. 

First the committee quotes from a message from the President of 
the United States dated January 17, 1935, transmitting this report of 
the Committee on Economic Security from which I have just quoted. 
The son yr reads as follows: 

The establishment of a sound means toward a greater future economic secu- 
rity of the American people is dictated by a prudent consideration of the hazards 
involved in our national life. No one can guarantee this country against the 
dangers of future depressions but we can reduce these dangers. We can elim- 
inate many factors that cause economic depressions and we can provide the 
means of mitigating their results. This plan for economic security is at once a 
measure of prevention and a method of alleviation. We pay now for the dreadful 
consequence of economic security and dearly. This plan presents a more equita- 
ble and infinitely less expensive means of meeting these costs. We cannot afford 
to neglect the plain duty before us. I strongly recommend action to attain the 
objectives sought in this report. 



































a PE a +. sree lash NR aatai 


+R Ne Bl ta A 


$e A 


























ANALYSIS OF THE SOCIAL SECURITY SYSTEM 931 


Then the Committee on Ways and Means goes on to say: 


The need for legislation on the subject of social security is apparent at this 
time. On every hand the lack of such security is evidenced by human suffering, 
weakened morale and increased public expenditures. This situation necessitates 
two complementary courses of action. We must relieve the existing distress and 
should devise measures to reduce destitution and dependency in the future. 
Thus far in the depression we have merely attempted to relieve existing distress 
but the time has come for a more comprehensive and constructive attack on 
insecurity. The foundations of such a program are laid in the present bill. 
Work for the employables on relief is contemplated in the work-relief bill. A 
second vital part of the program for security is presented in this bill. The bill is 
designed to aid the States in taking care of the dependent members of their 
population and to make a beginning in the development of measures which will 
reduce dependency in the future. 


Still quoting from the majority report of the Ways and Means 
Committee : 


Experience both in this country and in other lands has demonstrated that the 
best way to provide for old people who are dependent upon the public for support 
is through old-age assistance grants, more commonly called old-age pensions, 
that is, for people already dependent upon the public for support. To encourage 
States to adopt old-age pensions law and to help them carry the burden of pro- 
viding support for their aged dependents, this bill proposes that the Federal 
Government shall match the expenditures of the States and local governments 
for old-age pensions except that the Federal share is not to exceed $15 per 
month per individual. 

The provisions for Federal aid included in title I are designed for the support 
of people now old-age dependents. They do not, however, furnish a completely 
satisfactory solution of the problem of old-age support considered from a long- 
time point of view. If no other provisions are made the cost of gratuitous 
old-age pensions is bound to increase very rapidly due to the growing number of 
the aged and the probable increasing rate of dependency. Unless a Federal 
benefit system is provided the cost of old-age pensions under title I shared 
equally by the Federal Government and the States would by 1960 amount 
annually to more than $2 billion and by 1980 to nearly $2,600 million on the basis 
of an average monthly pension of $25. To keep the cost of Federal-aided State 
pensions under title I from becoming extremely burdensome in future years and 
to assure support for the aged as a right rather than as public charity and in 
amounts which will insure not merely subsistence but some of the comforts of 
life, title II of the bill establishes a system of old-age benefits paid out of the 
Federal Treasury and administered directly by the Federal Government. 

The benefits provided for workers who have been employed during substan- 
tially ali of their working life will probably be considerably larger than any 
Federal-aided State pension could be. The benefits to be paid are related to the 
wages earned, but there are adjustments favoring the lower-paid employees and 
those approaching old age. 


On page 16 of this same report, the majority report of the Ways 
and Means Committee, the following passage appears: 


The proposals in this bill are forward-looking. This bill is not to be considered 
a cure-all nor a complete measure for economic surety. It will doubtless have 
to be supplemented in the course of time, as has been the history of all other 
major legislation. But it makes a beginning toward economic security which 
has been long overdue. This beginning is made along lines in accord with our 
American institutions and traditions. It is not class legislation, but a measure 
which will benefit the entire public. 

While humanely providing for those in distress, it does not proceed upon the 
destructive theory that the citizens should look to the Government for everything. 
On the contrary, it seeks to reduce dependency and to encourage thrift and self- 
support. From the governmental point of view this bill contemplates a united 
attack upon economic security by the Federal and State governments. It does 
not vest dictatorial powers in any Federal officials. Of all major countries, the 
United States is the last to give serious consideration to a comprehensive system 
of social insurance and related measures for economic security. The experience 
of this country in the trying years of depression has amply demonstrated the need 
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for making a sound beginning in the development of such a program. As the 
President recommended, this bill should by all means be enacted into law at this 
session. 


Now I turn, Mr. Chairman, to the minority report. The minority 
of the Ways and Means Committee made a report. On page 42, the 
heading is “Minority Views.” I quote: 


We, the undersigned members of the minority, submit the following state- 
ment showing in brief our attitude toward this proposed legislation which is 
known as the economic security bill. The bill is separated into several titles 
which readily and naturally segregate themselves into two categories: One, those 
which spring from the desire of the Federal Government to provide economic 
assistance to those who need and deserve it. Two, those which are based upon 
the principle of compulsory insurance. 

In the first group are: Title I, granting aid to the States and meeting the 
cost of old-age pensions; title IV, granting aid to the States in caring for 
dependent children; title V, granting aid to the States for providing for maternal 
and child welfare; and title VI, granting aid to the States in providing for 
public health generally. 

We favor the enactment of each of the foregoing titles which in our opinion 
should have been incorporated in a separate bill. 


All of these titles mentioned here relate to grants-in-aid by the Fed- 
eral Government to the States and 3 out of 4 are for various forms 
of public assistance on the basis of need, payable on the basis of need. 


Now, as regards what is called here in the heading “Compulsory 
Old-Age Annuities’ 


Title II provides for compulsory old-age annuities and title VIII provides 
the method by which the money is to be raised to meet the expense thereof. 
These two titles are interdependent and neither is of any consequence without 
the other. 


I am in thorough agreement with that part of the statement. It goes 
on to say: 


Neither of them has relation to any other substantive title of the bill. Neither 
is constitutional. Therein lies one of the reasons for our opposition to them. 
We also oppose these two titles 


these old-age annuities— 


because they would not in any way contribute to the relief of present economic 
conditions and might in fact retard economic recovery. The original bill con- 
tained a title providing for voluntary annuities. This was another attempt to 
place the Government in competition with private business. Under fire this title 
has been omitted. It was closely akin to title II. In fact it had one virtue 
that title II does not possess, in that it was voluntary, while title II is com- 
pulsory. These titles— 


that is, titles IT and VIII, constituting this old-age annuities 
system— 


impose a crushing burden upon industry and upon labor. They establish a 
bureaucracy in the field of insurance in competition with private business. 
They destroy old-age retirement systems set up by private industries which in 
most instances provide more liberal benefits than are contemplated under 
title IT. 


I should now like to turn to the opinion of the United States Supreme 
Court upholding the constitutionality of these two titles which the 
minority report contended were unconstitution: al, This is from the 
opinion written by Justice Cardozo, May 24, 1937: 


Congress may spend money in aid of the general welfare. Constitution, article 
I, section 8, United States v. Butler (297, U. S. 1265) ; Stewart Machine v. Davis, 
supra. There have been great statesmen in our history who have stood for other 
views. We will not resurrect the contest. It is now settled by decision. 
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United States v. Butler, supra. The conception of the spending power advo- 
cated by Hamilton and strongly reinforced by Storey, has prevailed over that of 
Madison which has not been lacking in adherents. Yet difficulties are left when 
the power is conceded. The line must still be drawn between one welfare and 
another, between particular and general. Where this shall be placed cannot be 
known through a formula in advance of the event. There is a middle ground, or 
certainly a penumbra, in which discretion is at large. The discretion, however, 
is not confided to the courts. The discretion belongs to Congress, unless the 
choice is clearly wrong, a display of arbitrary power, not an exercise of judgment. 
This is now familiar law. When such a contention comes here we naturally 
require a showing that by no reasonable possibility can the challenged legislation 
fall within the wide range of discretion permitted to the Congress— 


and cases are cited. 


Nor is the concept of the general welfare static. Needs that were narrow or 
parochial a century ago may be interwoven in our day with the well-being of 
the Nation. What is critical or urgent changes with the times. The purge of 
nationwide calamity that began in 1929 has taught us many lessons, not the least 
is the solidarity of interest that may once have seemed to be divided. Unem- 
ployment spreads from State to State, the hinterland now settled that prior 
pioneers days gave an avenue of escape. Spreading from State to State, unem- 
ployment is an ill, not particular but general, which may be checked if Congress 
so determines, by the resources of the Nation. If this could have been doubt 
until now, our ruling today in the case of the Stewart Machine Co., supra, has 
set the doubt at rest. But the ill is all one or at least not greatly different 
whether men are thrown out of work because there is no longer work to do, or 
because the disabilities of age make them incapable of doing it. Rescue becomes 
necessary irrespective of the cause. The hope behind this statute is to save 
men and women from the rigors of the poorhouse as well as from the haunting 
fear that such a lot awaits them when journey’s end is near. 

Congress did not improvise a judgment when it found that the award of 
old-age benefits would be conducive to the general welfare. The President’s 
Committee on Economic Security made an investigation and report, aided by a 
research staff of Government officers and employees, and by an Advisory Council 
and seven other advisory groups. Extensive hearings followed before the House 
Committee on Ways and Means and the Senate Committee on Finance. A great 
mass of evidence was brought together supporting the policy which finds expres- 
sion in the act. 

Counsel for respondent has recalled to us the virtues of self-reliance and fru- 
gaiity. There is a possibility he says that aid from a paternal government may 
sap those sturdy virtues and breed a race of weaklings. If Massachusetts so 
believes and shapes her laws in that conviction, must her breed of sons be 
changed, he asks, because some other philosophy of government finds favor in 
the Halls of Congress. But the answer is not doubtful. One might ask with 
equal reason whether the system of protective tariffs is to be set aside in one 
State or another whenever local policy follows the rule of laissez-faire. The 
issue is a closed one. It was fought out long ago. When money is spent to 
promote the general welfare, the concept of welfare or the opposite is shaped by 
Congress, not the States. So the concept be not arbitrary, the locality must 
yield. 

That relates to the original Social Security Act of 1935. I should 
now like to turn to the 1939 amendments. 

Mr. Exvernarter. In between 1935 and 1939, social security was di- 
rectly an issue in the campaign of 1936, wasn’t it? 

Chairman Curtis. I would like to have the gentleman permitted to 
proceed without interruption to make his statement. 

Mr. Aurmeyer. I am glad that the Congressman raised the question 
about the 1936 campaign because I do think it sharpened the principles 
that have, I believe, been enunciated both in the majority report of 
the Ways and Means Committee and in the Supreme Court decision 
which I have just mentioned. 
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Chairman Curtis. You are at this time making the statement that 
you said when we started our hearing this morning you wanted to 
make, is that right ? 

Mr. Aurmeyer. Yes. 

Chairman Curtis. I understood that you had a prepared statement 
that you wanted to make and this is it? 

Mr. Aurmeyer. I am trying to make it, sir 

Chairman Curtis. Proceed. 

Mr. Arrmeyer. If you feel it is too long, just tell me and I will 
shorten it. 

Chairman Curris. No, proceed. I perhaps misunderstood when 
you said you had a prepared statement, but proceed. 

Mr. Aurmeyrer. The United States Supreme Court decision which 
I just quoted was handed down in 1937. The Social Security Act, as 
you know, was passed in 1935. So there was an intervening period 
and there happened to be a presidential election in the year 1936 and 
there was a candidate for the presidency on the Republican ticket 
that declared that this system was a fraud and a cruel hoax on the 
working Pp veople of this countr y. 

As I said this morning, the Social Security Board was a bipartisan 
board, the chairman of which was Gov. John G. Winant, who had 
previously been the Republican Governor of New Hampshire, several 
times, three times, I believe, and later, after he had resigned from the 
chairmanship of the Social Security Board, became ambassador to 
Great Britain. Governor Winant felt impelled to resign as chairman 
of the board and he wrote a letter to the President of the United 
States dated Septembe r 28, 1936, stating his reasons. 


My Dear Mr. PRESIDENT: On August 14, 1935, the Social Security Act became 
law. The administration of its major provisions was entrusted to a board of 
3 members. Under the law not more than 2 members of the board could be 
“members of the same political party.” You named me to the board and as a 
Republican and as the minority member my appointment was confirmed by the 
Senate on August 23, 1935, together with the other 2 members without objection. 
It was clearly the intention of Congress to create a nonpartisan board with 
personnel protected under civil service and to insure nonpartisan administration 
of the act. It has been so administered. The act itself was viewed as a non- 
partisan, humanitarian measure. Three times as many Republicans in Congress 
voted for the Social Security Act as voted against it. Having seen the tragedy 
of war I have been consistently interested in the ways of peace. Having seen 
some of the cruelties of the depression I wanted to help with others in lessening 
the hardships, the suffering, aa the humiliations forced upon American citizens 
because of our previous failure as a Nation to provide effective social machinery 
for meeting the problems of dependency and unemployment. The Social Secu- 
rity Act is America’s answer to this great human need. 

The reference to the problems of social security in the platform of the Re- 
publican party were disappointing. It was my hope that the position of the 
Republican presidential nominee might be less so. Today we know that both the 
Republican platform and the Republican candidate have definitely rejected the 
constructive provisions of the Social Security Act, only to fall back upon the 
dependency dole, a dole with a means test, which in my State includes the 
pauper’s oath and disenfranchisement. The statements that provisions of this 
act are “a fraud on the workingman” and a “cruel hoax” I believe are untrue. 


Mr. Drncety. That is what they put into the pay envelopes, did 
they not? 

Chairman Curtis. Just a minute. I want the witness to be given a 
chance to make his statement. He is not being questioned now. 

Mr. Dincett, Okay, but that is what they did put into the pay 
envelopes, Mr. Chairman, in my State. 
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Mr. ALTMEYER (reading) : 


They are charges with regard to a measure which had the support of 372 
Members of the House of Representatives as against 38 opposed, which met with 
the approval of 77 Members of the United States Senate with only 6 against, 
which was upheld by the votes of Senator Hiram Johnson, Senator La Follette, 
Senator Wagner, and Representative David J. Lewis, a measure which was 
advocated by such advisers of the Committee on Economic Security as President 
Green of the American Federation of Labor, President Frank P. Graham of Uni- 
versity of North Carolina, Miss Grace Abbott, Chief of the Children’s Bureau, 
and Monsignor John A. Ryan, of the National Catholic Welfare Conference. I 
have never assumed that the Social Security Act was without fault. I had 
assumed, and even hoped, that time and experience might dictate many im- 
portant changes. As you stated when you signed the act on August 14, 1935, 
“This law represents a cornerstone in a structure which is being built but is 
by no means complefe.” But Governor Landon’s address at Milwaukee on the 
Social Security Act was not a plea for the improvement of the act; it was a 
plea to scrap the act. 

I am interested in the social security program not from a partisan viewpoint. 
I am interested in it as a humanitarian measure. 

Mr. Dincetxt. Who said that ? 

Chairman Curtis. Please let the witness go on. 

Mr. Dincex.. I have the right to ask who said that. 

Mr. Atrmeyer. This is all being quoted from Governor Winant’s 
letter of resignation to the President of the United States. 

I am interested in the social security program, not from a partisan viewpoint. 
I am interested in it as a humanitarian measure. Governor Landon has made 
the problem of social security a major issue in this campaign and I cannot 
support him. 

Mr. Drncetxt. Who was Landon ? 

Mr. Atrmeyer. He was the Republican candidate for the presidency 
of the United States, Governor Alf Landon. 

Chairman Curtis. The chair has been quite tolerant today to this 
waste of time about matters entirely irrelevant. The gentleman stated 
when he arrived this morning that he had a statement he wished to 
make. I want him to make it without interruption. 

Mr. Diner. Regardless, I shall ask if I do not hear something, 
Mr. Chairman. 

Mr. Auttmeyer. This is still this letter from Governor Winant, the 
Republican member of the Social Security Board: 

I do not feel that members of independent commissions or boards such as the 
Social Security Board should take an active part in politics, and, moreover, I 
was appointed and confirmed as a minority member. While I retain this posi- 
tion I am not free to defend the act. Therefore, I am tendering you my resigna- 
tion as a member of the Social Security Board. 

No work I have ever undertaken seemed more worth while to me than my 
brief service on the Social Security Board. May I thank you for the oppor- 
tunity of this service and join you in defending the act. 

There were distributed by the industrial division of the National 
Republican Campaign Committee, payroll inserts of one kind or 
another. I have one here. You may be able to see it. It says: 

Notice, deductions from pay start January 1. 

Down at the bottom in large letters it says: 

Social Security Board, Washington, D. C. 

I well recall when this was first called to my attention. I was quite 
startled; it looked like an official announcement from the Social Security 
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Board of which I was not aware. But as I read the fine print it went 
like this: 

Jeginning January 1, 1937, your employer will be compelled by law to deduct 
a certain amount from your wages every payday. This is in compliance with 
the terms of the Social Security Act signed by President Franklin Delano Roose- 
velt, August 14, 1935. The deduction begins with 1 percent and increases until 
it reaches 3 percent. To the amount taken from your wages, your employer is 
required to pay in addition either an equal or double amount. The combined 
taxes may total 9 percent of the whole payroll. This is not a voluntary plan. 
Your employer must make this deduction. Regulations are published by— 


then at the bottom— 
Social Security Board, Washington, D. C. 


Mr. Dincety. Misleading. 

Mr. Esernarter. Well, the people voted on that. 

Chairman Curtis. Please. Mr. Altmeyer is testifying. 

Mr. Dincety. That is fine. He was not saying anything. 

Chairman Curtis. You interrupted Mr. Altmeyer, and I want him 
to have a chance to give this statement that he told us this morning 
he wanted to give. 

Mr. Atrmeyer. We, of course, were deluged with inquiries from all 
over the United States as a result of these payroll inserts, prepared 
by the industrial division of the Republican National Committee, and 
we were obliged to issue a statement, dated October 28, 1936: 

Fraudulent use of the name of the Social Security Board in the form of a 
signature to posters dealing with the Social Security Act was brought to the 
attention of the Board here today by employers and employees in California, 
Illinois, New York, Ohio, Pennsylvania, Virginia, and other sections of the: 
country. The Board made public photostatie copies of such posters forecasting 
pay deductions and concluding with the words “Regulations are published by the 
Social Security Boerd, Washington, D. C.,” the name and address of the Board 
placed so as to appear to be a signature to an official notice. 


The Board at the same time issued the following statement : 


No regulations dealing with wage deductions have been published by the So- 
cial Security Board nor instructions to employers to post such notices have 
been issued by the Social Security Board. Any effort to have the name of the 
soard appear as a signature to such notices is misrepresentation and fraud. 
The Social Security Board cannot ignore this unauthorized and misleading use 
of its name on posters, which is impeding the orderly processes of administering 
the Social Security Act. The Board feels it is its duty, in view of such misuse 
of its name, to bring these posters to the attention of the Department of Justice 
for investigation as to authorship and responsibility for circulation. 

Mr. Drneetxi. Mr. Chairman, may I ask you a question at this point ? 
Are we trying to determine who put out this spurious literature ? 

Chairman Curtis. This is not a part of the committee’s presenta- 
tion at all. It is in response to Mr. Altmeyer’s statement that he had 
a statement he wanted to deliver. 

Mr. Drnceti. But social security was an issue in the 1936 election, 
though. 

Chairman Curtis. I relied on his statement, and he has proceeded 
to give it in 40 minutes. 

Mr. Dincet.. 40 minutes? 

Chairman Curtis. Yes, sir. 

Mr. Drneeti. Well, Dr. Altmeyer, are you in a hurry to get away, 
back to Wisconsin ? 

Mr. Auttmeyer. Well, I was told to be here for 3 days. So I am 
at the disposal of the committee today, tomorrow, and Monday. 
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Chairman Curtis. All right. We have had enough of this. 

Mr. Aurmeyer. I have changed all other appointments, and I am 
at the pleasure of the committee. 

Chairman Curtis. The chairman explained why it was that this 
hearing was shortened up. 

Mr. Dincetx. Shortened up? I had not heard of that. Have you 
a porcupine by the tail and don’t know what to do with him? 

Chairman Curtis. We came to an agreement on one of our major 
premises, that this was no insurance contract, and the words did not 
come from me. They were volunteered by Mr. Altmeyer. 

Mr. Exsernarrer. You did not expect to take 3 days to prove that, 
did you, Mr. Chairman? 

Chairman Curtis. I did not know. I wanted the gentleman to 
know the limits in which we might want to call upon him. 

Mr. Drncetx. He did not say it was not a contract. He said it was 
not a written contract. 

Chairman Curtis. I think the record will speak for itself. 

Mr. Drincett. I think so, too. 

Chairman Curtis. He objected to the words that had been used, 
“insurance contract,” and corrected us; that he did not agree. 

Mr. Dinceiu. If you will quote him word for word that will be fine. 

Chairman Curtis. All right. 

Mr. Atrmeyer. Mr. Chairman, we are down to 1939. I must apolo- 
gize for taking so much time of the committee, but I thought, since 
you indicated in your letter to me that you were interested in the 
philosophy and principles of the Social Security Act, the best place to 
find that philosophy and principles was in the official records. So 
that is why I am taking this time to quote from the official documents. 
I am sorry to take so much time, and if you want me to quit at any time 
tell me and I will stop. 

Chairman Curtis. No. I want you to proceed to give the state- 
ment that you said this morning you had to give. 

Mr. Aurmryer. Thank you very much. 

Mr. Drnceti. You can go home now. You have given the wrong 
answers to the questions propounded by the counsel. 

Mr. Aurmeyer. In 1939 the President of the United States sent 
another message to the Congress, dated January 16, reading in part 
as follows: 

I particularly call attention to the desirability of affording greater old-age 
security. The reports suggest a twofold approach which I believe to be sound. 
One way is to begin the payment of monthly old-age insurance benefits sooner 
and to liberalize the benefits to be paid in the early years. The other way is 
to make proportionately larger Federal grants-in-aid to those States with 
limited fiscal capacities so that they may provide more adequate assistance to 
those in need. This result can and should be accomplished in such a way as 
to involve little, if any, additional cost to the Federal Government. Such a 
method embodies a principle that may well be applied to other Federal grants. 

I also call attention to the desirability of affording greater protection to 
dependent children. Here again the report suggests a twofold approach which 
I believe to be sound. One way is to extend our Federal old-age insurance 
system so as to provide regular monthly benefits not only to the aged but also 
to dependent children of workers dying before reaching retirement age. The 
other way is to liberalize the grants-in-aid to the States to help finance assistance 
to dependent children. As regards both the Federal old-age insurance system 
and the Federal-State unemployment-compensation system, equity and sound 
social policy require that the benefits be extended to all of our people as rapidly as 
administrative experience and public understanding permits. Such an exten- 
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sion is particularly important in the case of the Federal old-age insurance 
system. Even without amendments the old-age insurance benefits payable in 
the early years are very liberal in comparison with the taxes paid. This is 
necessarily so in order that these benefits may accomplish their purpose of 
forestalling dependency, but this very fact creates the necessity of extending 
this protection to as large a proportion as possible of our employed population in 
order to avoid unfair discrimination. 

Much of the success of the Social Security Act is due to the fact that all of 
the programs contained in this act, with one necessary exception, are adminis- 
tered by the States themselves but coordinated and partially financed by the 
Federal Government. This method has given us flexible administration and has 
enabled us to put these programs into operation quickly. However, in some States 
incompe tent and politically dominated personnel has been distinctly harmful. 
Therefore, I recommend that the States be required as a condition for the re- 
ceipt of Federal funds to establish and maintain a merit system for the selection 
of personnel. Such a requirement would represent a protection to the States 
and citizens thereof rather than an encroachment by the Federal Government 
since it would automatically promote efficiency and eliminate the necessity for 
minute Federal scrutiny of State operations. I cannot to strongly urge the wis- 
dom of building upon the principles contained in the present Social Security Act 
in affording greater protection to our people rather than turning to untried and 
demonstrably unsound panaceas. As I stated in my message 4 years ago: It is 
overwhelmingly important to avoid any danger of permanently discrediting the 
sound and necessary policy of Federal legislation for economic security by at- 
tempting to apply it on too ambitious a scale before experience has provided 
guidance for such efforts. The place of such a fundamental in our future 
civilization is too precious to be jeopardized now by extravagant action. 

We shall make the most orderly progress if we look upon social security as a 
development toward a goal rather than a finished product. We shall make the 
most lasting progress if we realize that social security can furnish only a base 
upon which each one of our citizens can build his individual security through 
his own individual efforts. 

FRANKLIN DELANO ROOSEVELT. 

THE WuHite Housk, January 16, 1939. 

Mr. Dinceu. Does that finish your statement ? 

Mr. Aurmeyer. No, sir. I have probably 2 more hours to present 
this documentary history, and then to prese nt my personal views. 

Chairman Curtis. How much time did you say you wanted? 

Mr. Atrmeyrer. Two hours. 

Chairman Curtis. No, Mr. Altemyer, is this material that you are 
giving us the statement to which you referred this morning? 

Mr. Aurmeyrr. Yes. I think that if you would be more precise 
I might be able to reduce it, but you are not precise, so I must give you 
everything. 

Chairman Curtis. Did you not state that you came with a state- 
ment that you wanted to give? 

Mr. AL TMEYER. No. I stated that I had a statement I wanted to 
make. But I have no written statement. 

Chairman Curtis. Was any reference made to the time? 

Mr. Dince.ut. Wait a minute. You called him here for 3 days. Do 
not rap that gavel at me. 

Chairman Curtis. I am quite sure that the record will show that 
you had a prepared statement. 

Mr. Atrmeryer. You will recall, Mr. Chairman, I suggested that 
I wait until the end so that I could incorporate in that statement what- 
ever seemed pertinent as a result of the detailed questioning. 

Chairman Curtis. The Chair has been very generous to you in your 

request that you wanted to make that st: itement that you brought here 
this morning. You may proceed, but we will also proceed to have a 
night session. 
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Mr. Drncetx. You can have all the night sessions you want. 

Mr. Experuarrer. This is on the history, pr inciples, and philosophy 
of the social- security system, I assume ? 

Mr. Aurmryer. Yes, sir. The only place I know to go to find out 
what that philosophy and those pr inciples are, is to the official re ports. 
They are not my personal possession. I can only find them in the 
official reports of the President and the committees of Congress. 

Mr. Esrruarter. And, therefore, they are beyond question, factual 
and objective. 

Mr. Atrmeyer. Yes, sir; I try to make them so. 

Mr. Exernarter. It is what Congress decided after all? 

Mr. Attmryer. Yes, sir. The Social Security Board, in its report 
making recommendations for improving the Social Security Act, said, 
as regards Federal old-age insurance: 


Although the Federal old-age insurance system is the largest ever put into 
operation, it has proved to be sound from both the administrative and financial 
standpoint. In considering the development of this plan it should be borne in 
mind that it is separate and distinct from the Federal-States program of old-age 
assistance. Under Federal old-age insurance, benefits are payable as a matter 
of right irrespective of individual need, and in relation to past earnings. Under 
Federal-State old-age assistance, payments are made only on the basis of indi- 
vidual need as determined by the State. 

Our present system of old-age security thus embodies two principles: The 
insurance program related to the individual’s past earnings and the assistance 
program related to his present need. The Social Security Board is convinced 
that a system of old-age security, which attempted to operate on any other 
principles would be bound to lead to disaster, both for the beneficiaries and for 
the general taxpayer. 

The basic problem of old-age insurance is to make a system more immediately 
and fully operative without destroying the reasonable relationship which must 
eXist in such a program between benefits payabie and past earnings. Such a 
relationship must exist under any system of retirement insurance, whether social 
insurance or an industrial pension plan, unless the term “insurance” is to lose 
all its meaning. For the protection of both beneficiaries and future taxpayers, 
it is essential that this reasonable relationship be maintained just as in the 
case of old-age assistance it is necessary to maintain a reasonable relationship 
between assistance granted and the needs of the individual. 

The Board also believes that monthly benefits payable to those retiring in the 
early years can be increased without increasing the eventual cost to the program 
The cost of any system of benefits will mount rapidly with the pas-age of time 
as a larger proportion of the population reaches retirement age. Consequently, 
a scale of benefits, the cost of which would be altogether reasonable now, might 
be unduly burdensome at the end of a generation. Therefore, in making increases 
in benetits, particularly in the early years of a system, it is essential to kecp the 
ultimate cost in mind. It is impossible under any social insurance system to 
provide ideal security for every individual. The practical objective is to pay 
benefits that provide a minimum degree of social security as a basis upon which 
the worker through his own efforts will have a better chance to provide ade- 
quately for his individual security. 

In order to increase benefits for those retiring in the early years, the Board 
recommends two measures: First, supplementary benefits for aged wives, and, 
second, the use of average wages instead of total accumulated wages for the 
computation of benefits. 

While the Board believes that benefits should be related to the average wace, 
it recognizes that benefits should also be related to the number of years the 
individual has been in covered employment and has made contributions. The 
Board, therefore, recommends that an insured individual upon retirement receive 
a basic benefit related to his average wages and that for every year he has earned 
more than some small specified amount of wages in covered employment his basic 
monthly benefit be increased by a specified percentage. Conversely, it recom- 
mends that for every year a person does not earn this specific amount of wages 
the basic monthly benefit be reduced by the same percentage. 
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There was an Advisory Council on Social Security created by Sen- 
ate resolution to advise the Senate Finance Committee and the Social 
Security Board. That report was issued in December 1938. It reads 
in part as follows: 

After a thorough consideration of the growing problem of old-age dependency 
facing our country and of the experience thus far in the program of old-age 
assistance, the Council is convinced of the wisdom of Congress in establishing 
a contributory program of old-age insurance. The Council believes that such 
a method of encouragement of self-help and self-reliance in securing protection 
in old age is essentially in harmony with individual incentive within a democratic 


society. It is highly desirable in preserving American institutions to remove 
from as many individuals as possible in the years to come the necessity for de- 
pendency relief, and to substitute instead protection a ifforded as a matter of right 


related to past participation in the constructive processes of the country. It 
is only through the encouragement of individual incentive through the principle 
of paying benefits related to past wages and employment, that a sound and lasting 
basis for security can be afforded. 

The Council believes that the contributory insurance method safe- 
guards not only the wage earner but the public as well. By this 
method benefits have a reasonable relation to wages previously 
earned, and costs may be kept in control relative to tax collections. 
Through careful planning the continued payment of benefits can be 
assured without undue diversion of funds needed for other govern- 
mental services. At the same time the routine nature of contributory 
old-age insurance permits the perfection of effective administr: ative 


mac hinery. The Coune i] is upressed by the effectiveness alre ady 
obtained in the administration of old-age insurance by the Social 
Security Board, and believes that available skill in handling large- 


scale accounting operations is suflicient to meet new ‘pedhls ms success- 
fully. 


In its recommendations the Advisory Council said: 


The average old-age benefits payable in the early years under title II should 
be increased. Since it is the purpose of old-age insurance to prevent dependency 
in old age, the benefits payable under the program should, as soon as possible. 
be sufficient in amount to afford the aged recipient at least a minimum subsist- 
ence income. This does not mean that minimum old-age benefits must always 
exceed maximum old-age assistance grants since the two types of payments are 
based on different considerations in the individual case. Further, old-age benefits 
and old-age assistance grants cannot be properly compared in terms of national 
averages, but should be examined relative to State or community conditions as 
to wage levels, living costs, and assistance grants. After study of such com- 
parisons, however, the Council believes that in a considerable proportion of 
cases the schedule of old-age benefits established in title II will not provide rea- 
sonable benefits in the early years of the program. While in some cases it will 
be necessary to supplement insurance benefits by assistance grants, despite any 
reasonable enhancement of early benefit payments, it is sound public policy to 
reduce this overlap considerably. Only by relieving a large proportion of the 
beneficiaries under the insurance system from the necessity of resorting to old- 
age assistance to supplement the benefits will the social advantages of old-age 
assistance be realized. 

The policy of paying higher benefits to persons retiring in the early years of 
this system than are the equivalent of the individual contributions is already 
established in the act. Such a policy is not only sound social-insurance practice 
but has long been recognized as necessary in private pension programs. Only 
through the payment of reasonable benefits can older workers be retired. It is 
Delie ved that the reasoning which led to the application of the principle in the 
law in 1935 inevitably leads to a further application of the principle in the 
light of experience now available. The methods by which it is proposed to 
accomplish this are outlined in the report. 

Since old-age insurance benefits are related to past wages, the upward adjust- 
ment of early minimum benefits in line with this recommendation can be attained 
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only in terms of minimum needs as related to such wages and not as in old-age 
assistance through investigation in the individual case. The Council is convinced 
that the structure of the benefit schedule can be adjusted to meet more effectively 
the needs of insured persons retiring in the early years of the system. At the 
sume time it believes that the payment of higher benefits to persons retiring in 
the early years of the system than are the equivalent of their individual contri- 
bution should not be at the expense of reasonable differentials in benefit pay- 
ments as related to taxable wages earned. As the system matures it may be 
advisable to limit more strictly the “unearned” portion of the benefit payments 
where persons have spent but short periods of their working lives in covered 
employment. 


The Council also recommended that the death benefit payable on 
account of coverage under the system should be strictly limited in 
amount and payable on the death of any eligible individual. 


With the introduction of a systematic and adequate plan of survivors’ protec- 
tion under an old-age insurance program, all justitication of the large lump-sum 
death benefits now possible under the existing provisions of title II disappears. 
The present lump-sum payments have been considered in the nature of rebates 
of contributions on a savings-bank basis and are in no way related in amount to 
the needs of a surviving family. At the same time the payment of 34 percent of 
covered wages to the estates of all deceased persons regardless of “the family 
situation would consume a large amount of funds in years to come, The Council, 
therefore, recommends the substitution of a strictly limited death benefit such 
as 3 months’ average wages, but not in excess of $200, and payable, in all cases, 
where the insured individual is eligible. On account of the diminishing number 
of cases affected as the program matures, it is recommended that no payment be 
made upon a death of an individual who is not eligible. 


Now, the Ways and Means Committee ee a report in 193! 
and again there was a majority and a minority report. At that time 
there was a Democratic majority in the Ways a Means Committee, 
so that when I speak of the majority report I am speaking of the 
Democratic majority on the Ways and Means Committee. 

Mr. Dinceti. There was a Democratic majority except in the 80th 
Congress ¢ 

Mr. Aurmryer. The Ways and Means Committee, in making its 
report to the House of Representatives, said: 


The Social Security Act aimed to attack a problem of insecurity upon two 
fronts: First, by providing safeguards designed to reduce future dependency, 
and, second, by improving the methods of relieving existing needs. The first ob- 
jective was promoted by providing a Federal system of old-age insurance and by 
granting Federal aid to State-administered programs of unemployment com- 
pensation. The second objective was promoted by providing Federal grants to 
State programs of aid to the needy aged, and to dependent children and aid to 
the needy blind. Funds were also provided to stimulate development of and 
extension of various health and welfare services. 

The present bill— 


the bill reported out by the Ways and Means Committee in 1939, in 
other words— 


aims to strengthen and extend the principles and objectives of the Social Security 
Act. The foundations of the permanent program have been laid, and it seems wise 
to build upon the present structure. 

Old-age insurance, unemployment compensation, and public assistance are 
now accepted as permanent in our fabric of social services. The present bill is 
designed to widen the scope and to improve the adequacy and administration of 
these programs without altering their essential features. Benefits will continue 
to be payable as a matter of right to workers covered by the insurance program. 
Aid will continue to be related to need under the assistance program. 

Under the present old-age insurance system, monthly benefits would not begin 
until 1942. For a considerable number of years thereafter benefits would remain 
small and would in many cases have to be supplemented by old-age assistance. 
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Such assistance, based on individual need, is also necessary for those already 
old. and will continue to be necessary for groups outside the insurance system. 

for insured groups, however, it is both desirable and possible to provide imme- 
diately more adequate protection within the framework of the contributory 
system. 

Old-age insurance is designed to prevent future old-age dependency. Old-age 
assistance is designed to relieve existing needs. A contributory system of old-age 
insurance keeps the cost of old-age assistance from becoming excessive and 
assures support for the aged as an earned right. If the contributory system is 
strengthened and liberalized, the cost of old-age assistance for uncovered groups 
wil: not increase so rapidly in future years when the proportion of aged in the 
population will be much higher than at present. It is essential then that the 
contributory basis of our old-age insurance system be strengthened and not 
weakened. Contributory insurance is the best known method of preventing de- 
pendency in old age by enabling wage earners to provide during their working 
years for their support after their retirement. By relating benefits to contribu- 
tions or earnings, contributory old-age insurance preserves individual thrift. 
and initiative: by granting benefits as a matter of right it preserves individual 
dignity. Contributory insurance therefore strengthens democratic principles 
and avoid naternalistic methods of providing old age security. Moreover, a 
contributory basis facilitates the financing of a social-insurance system and is 
a safeguard against excessive liberalization of benefits as well as a protection 
against reduction of benefits. 

The contributory method in social insurance is no innovation. It had its 
beginnings several hundred years ago in several countries when small groups of 
workmen banded together in mutual benefit societies to build up group pro- 
tection against unforeseen contingencies. These early friendly societies de- 
veloped the insurance method of protection, which by a gradual process of 
evolution led to modern social insurance with the Government entering to 
strengthen cooperative thrift and mutual protection. The contributory method 
of social insurance has stood the test of time and experience. Proof of this is 
the fact that no country which has once adopted a system of contributory social 
insurance has ever abandoned it. Many foreign countries, as does the United 
States, supplement their contributory scheme with a noncontributory pension 
scheme based on individual need, but no country has ever given up the former 
system in favor of the latter. 

Under the present old-age insurance system, only taxes have been payable since 
1937, while monthly benefits are not payable until January 1, 1942. So long as 
only taxes are payable and monthly benefits are postponed, the general public 
is under a misapprehension as to the financial operations of the plan, and lacks 
a concrete demonstration of the effectiveness of the plan in providing protection. 
The recommendations of this committee with respect to the old-age insurance 
plan, it is hoped, will help to improve the understanding of the aims of a con- 
tributory social-insurance plan. 

The basic problem confronting the committee was how to provide more ade- 
quate and effective benefits, particularly in the early vears of operation, without 
increasing the future cost of the old-age insurance system. The committee has 
solved this problem in two principal ways, as follows: One, monthly benefits 
to wives, children, widows, orphans, and surviving dependent parents are sub- 
stituted for the present 3'4-percent lump sum pavable to the estates of deceased 
workers. Two, the benefits of both single and married persons retiring in the 
curly years are increased, but the benefits of single persons with high earnings 
retiring vears hence are reduced somewhat. However, the benefits proposed 
for single persons are higher than could be purchased with the employee’s 
own contribution except possibly in a very few extreme cases. 

In other words, the effect of these changes will be to provide for larger 
benefits in the early years than under the present law and larger than could 
he purchased by an insured worker from a private insurance company with 
the amounts he has paid the Government. This is particularly true in the case 
of married persons. However, this does not mean that unmarried persons who 
will contribute for many years will receive less protection from the Government 
than thev could purchase from a private insurance company with their own 
contributions, It does mean, however, that a larger proportion of the em- 
ployers’ contributions are used to pay benefits to those retiring in the early 
rears, particularly married persons. 

Thus various changes made by the committee are designed to afford more 
udequate protection to the family as a unit. 
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The present law provides for only two general types of benefits: One, monthly 
old-age benefits to qualified individuals, and, two, lump-sum payments to non- 
qualified individuals and upon death. The present law is therefore limited in 
its scope in that it does not provide current monthly benefits to the surviving 
wife of an aged anuitant nor to the surviving widow with dependent children. 
The payment of these survivorship benefits and supplements for the wife of an 
anunitant are more in keeping with the principle of social insurance than 
the 314-percent lump-sum payments now provided. 

Under a social-insurance plan the primary purpose is to pay benefits in ac- 
cordance with the probable needs of the beneficiaries rather than to make pay- 
ments to the estate of a deceased person regardless of whether or not he left 
dependents. There is ample precedent for such provision since 15 out of 22 old- 
age insurance systems of foreign countries make provision for survivor benefits, 

The net effect of this change is that annual costs of the benefits payable in the 
early years will be greater, the annual cost of the benefits payable in the later 
years will be less, and the average annual cost over the next 40 years, as testified 
to by the Chairman of the Social Security Board, will be about the same as under 
the present system. 

In a section headed “Individual Equity Preserved” the majority 
report goes on to say: 

The proposed revision, while maintaining a reasonable relationship between 
past earnings and future benefits, provides proportionately greater protection 
for the low-wage earner and the short-time wage earner than for those more 
favorably situated, but practically every worker, regardless of his level of wages 
or of the length of time during which he was a contributor, would receive more 
by way of protection than he could have purchased from the private insurance 
company at a cost equal to his own contributions. In other words, the system 
recognizes the principle of individual equity as well as the principle of social 
adequacy. It has been possible to incorporate in this system both these aspects 
of security by utilizing a larger proportion of employers’ contributions—by 
utilizing a larger proportion of employers’ contributions to pay benefits to those 
retiring in the early years and to low-wage earners. This is similar to the 
procedure which is followed in private pension plans which recognize that the 
employer must contribute more liberally in behalf of older workers if they are 
to have sufficient income to retire. 

Then there follows a table which, Mr. Chairman, I believe is of 
particular significance because so much has been made of the fact 
that the benefits payable in the early years are in excess of the annuity 
that could be purchased from a private insurance company with the 
worker’s own contribution. There is no question that the Ways and 
Means Committee clearly recognized this. In fact, table 5 is a part 
of the report, and it gives a comparison between the benefits payable 
under the recommendations of the committee with the annuity that 
would be purchasable by the employee’s own contributions. I will 
give you some of the illustrations. 

After 10 years of coverage with a level monthly wage of $100, the 
suggested plan would pay benefit of $27.50, whereas with the em- 
ployee’s contributions he could have purchased a monthly annuity of 
41 cents from a private insurance company. 

Mr. DrnceELL. wee you repeat those two figures? 

Mr. ALtMEYER. $27.50 as compared with 41 cents. 

Mr. Dincety. $27.50? 

Mr. Attrmeyer. $27.50. 

Mr. Dineeit. Under the Government plan as compared with 41- 
cents benefit under the private plan? 

Mr. Atrmeyer. Yes, sir. 

Mr. Dincetx. That is of the employee’s contribution only ? 

Mr. AuTmeEYeEr. Yes, sir. 
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Mr. Drncett. In addition to that, of course, there is another equal 
amount that accrues to the benefit of the insured that is contributed 
by the employer $ 

Mr. Avrmerer. Yes, sir; but if the employer’s contribution were 
earmarked, wiry h it is definitely not—it is pooled—then instead of 
getting 41 cents from a private insurance ae this man with 10 
years’ coverage with a level wage of $100 would get 82 cents. 

Mr. Drneeiu. Magnificent. 

Mr. Autmeyer. And it goes on to give other illustrations. 

The point that I think is important is that there is no question 
that the Congressional Record shows that the Ways and Means Com- 
mittee and the Senate Finance Committee, because there is a similar 
table in the Senate Finance Committee report, that the Congress en- 
acted this legislation to provide benefits in the early years in excess 
of the annuities that could be purchased by the employee’s own con- 
tributions. That is not a new discovery. 

Mr. Dincetu. It was so intended. 

Mr. AtrmeYer. You mean = new discovery was so intended ? 

Mr. Drncett. No. I mean what Congress did at the time. Was it 
or was it not, Mr. Altmeyer ? 

Chairman Curtis. I wish that Mr. Altmeyer could be permitted to 
proceed. He came here and said that he had a statement to give, and 
I responded to that request of his, and he has been 1 hour and 15 
minutes at it. 

Mr. Atrmeyer. Mr. Chairman, if you think it is not valuable I 
will stop. 

Chairman Curtis. I want you to continue with the statement that 
you said you had this morning. 

Mr. Avrmeryer. Thank you. 

Mr. Drngett. I think that is very valuable. 

Mr. Aurmryer. You have repeated that statement several times, 
indicating that perhaps you thought this statement was not of par- 
ticular signific ance. 

Chairman Curris. No. I have wondered if it was the statement 
that you said you had this morning. 

Mr. Eneruartrer. He did not say he had a prepared statement. 
He said he wanted to make a statement. 

Mr. Atrmryer. May I quote from the minority report of the Ways 
and Means Committee? 

Chairman Curtis. You may proceed, but we are not going to permit 
this to throw the committee off the schedule. You may continue on, 
but it means a longer night session tonight. I took you at your word 
that you had a statement that you wanted to give. 

Mr. Dinceiu. He is making it now, Mr. Chairman. Let him go 
ahead. 

Mr, Artmeyer. The minority report was not flatfootedly in opposi- 
tion to the majority report. 

Mr. Dinceti. Who was that signed by ? 

Mr. Attmeyer. It is signed by Allen T. Treadw ay, Frank Crowther, 
Harold Knutson, Daniel A. Reed, Roy O. Woodruff, Thomas A. 
Jenkins, Donald H. McLean, Bertrand W. Gearhart, Frank Carlson, 
and Benjamin Jarrett. 
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Sut there was a difference of opinion between the majority and 
minority reports as to the desirability of substituting the survivors 
benefits, these benefits for surviving widows and orphans and de- 
pendent parents in place of this lump-sum amount payable to the 
estate of a deceased worker. The minority report reads as follows: 

These lump-sum payments will be abandoned under the proposed plan, and 
all that the estate of the worker will receive, provided he leaves no one behind 
entitled to monthly benefits, will be six times the monthly benefit he would be 
entitled to receive upon retirement. Such sum will be only a fraction in many 
instances of the amounts of the present lump-sum payment. The virtual con- 
fiscation of the sums paid into the system by workers dying before reaching 
the age of 65 is for the purpose of paying a part of the cost of the increased 
benefits to others. The justification for this confiscation in the eyes of the 
Social Security Board is the new concept of what the worker is purchasing 
under the old-age insurance system, 

That must have been a slipup, using the words “old-age insurance 
system” because, while it has been used apparently throughout the 
minority report which, at that time, accepted it as an insurance 
system also. 

At present he is deemed to be buying— 
that is, the insured worker is— 


deemed to be buying an annuity at age 65 with a guaranteed return of principal 
in case of his death before reaching that age, but under the proposed plan he is 
merely deemed to be insuring himself against the hazards of old age in case he 
reaches the retirement age. Whether the workers of the country will be satisfied 
with this new concept remains to be seen. It puts the Government in the posi- 
tion of changing the terms of a contract. 

I think the chairman will be interested in that statement of the 
minority of the Ways and Means Committee. 

Mr. Esernartrer. Did you hear that? The minority group used 
the word “contract.” 

Mr. Atrmeyer. I am reading from the minority report of the Ways 
and Means Committee. 

Chairman Curtis. And all of this is part of the statement that you 
said this morning you wanted to give, is it, Mr. Altmeyer? 

Mr. Aurmryer. Yes, sir. 

Chairman Curtis. It is? 

Mr. Autrmryer. Yes, sir; because my statement is dependent, one, 
upon the course of events of this committee. I did not know what 
you wanted to ask me, so I could not prepare in advance. 

Chairman Curtis. You did not have a statement when you came 
here ? 

Mr. Auttmeyrer. I did not have a prepared statement, sir. I stated 
that several times. Do you doubt my word? 

Chairman Curtis. I misunderstood you then. 

Mr. Aurmryer. I think you did. 

Chairman Curtis. I distinctly got the impression that you had a 
statement. 

Mr. Exsernarrer. Oh, no. 

Chairman Curtis. And that you wanted to make it. 

Mr. Aurmeyer. Exactly so. I am making it. 

Mr. Evernarrer. In that connection, I might call attention to the 
letter of June 9, which some committee members knew about. It is one 
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asking Dr. Altmeyer to serve as a consultant to the subcommittee. 
In one paragraph it says: 

In order to inform the members of the committee fully and accurately I con- 
sider it indispensable to have presented a fair and complete statement of the 


principles underlying the present program of old-age and survivors’ insurance 


and old-age assistance. 


Chairman Curtis. Just a minute. 

Mr. Esernarrer. It says here: 

Fair and complete statement of the underlying principles. 

You considered it indispensable then. 

Chairman Curtis. The gentleman from Pennsylvania shall not 
interrupt further. 

On that request Mr. Altmeyer said “No” in rather emphatic under- 
standable terms. 

Proceed with your statement that you said this morning you wanted 
to make. 

Mr. Avrmeyer. Thank you. Thank you very much. 

Well, I wanted to call the attention of the chairman to this particu- 
lar paragraph in the minority report because it does use the expression 
“old-age insurance system.” 

Now, that may have been pure inadvertence, but nevertheless it 
seemed to accept the majority opinion that this was an insurance sys- 
tem and, of course, as you know, the law, as enacted, provided for it 
being called old-age and survivors insurance. The second point I 
wanted to make in this particular paragraph—I stopped with this 
sentence: “Whether the workers of the country will be satisfied with 
this new concept remains to be seen,” that new concept of providing 
survivors benefits in lieu of this lump-sum payment to the estate of the 
deceased. 

The next sentence reads as follows: 


It puts the Government in the position of changing the terms of a contract 
after it has been entered into. 


So, apparently, at that time, the minority considered that this was 
a contract entered into by the Government. [Reading :] 


In the absence of such confiscation of the payroll tax contribution, all workers 
dying before reaching the retirement age, and in the absence of the contem- 
plated reduction in the retirement benefits of workers retiring some years in the 
future, it would, of course, be necessary to increase the present payroll taxes 
substantially above the present scheduled rates in order to provide the proposed 
new and increased benefits to others. In making these comments we do not wish 
to be understood as opposing the liberalization of the present old-age insurance 
provisions, which we believe to be commendable. However, we do question the 
fairness of providing these increased benefits at the expense of single persons anda 
married men whose wives are under 65. Many of those interested in the problem 
of social security are of the opinion that the existing system should not be 
extended or liberalized until it has been in effect for a longer period. Especially 
is there need for study into the ultimate costs involved. Here it must be taken 
into consideration that unforeseen future liabilities of great magnitude are not 
being placed upon the taxpayers of the country by reason of providing benefits 
not contemplated by the original law. Investigation should also be made into the 
possibility of finding some means other than the present payroll tax to finance 
the old-age insurance system. It is in many respects one of the worst forms of 
taxation ever devised. 


We now come, Mr. Chairman, to the 1949 report of the Ways and 
Means Committee. Again there was a majority and minority report. 

































iiniceenstdienttieinenideemenaniniceteannaniaienitenmeinieetammaneel 


~y 


ANALYSIS OF THE SOCIAL SECURITY SYSTEM 947 


The majority was still Democratic at that time. I am quoting now 
from the majority report from the Committee on Ways and Means for 
the House of Representatives, Union Calendar, No. 5336, Report No. 
1300, 8lst Congress, 1st session : 

Your committee has for the past 6 months made a very intensive study of the 
old-age and survivors insurance provisions (title II) and public assistance and 
child welfare provisions of the Social Security Act. It has carefully considered 
the problems of economic security and dependency. The opinions of all interested 
groups have been heard and weighed. The overwhelming weight of testimony 
was in agreement on the broad proposition that the framework of the Social 
Security Act is sound and that the act should be amended to widen the scope 
and increase the protection afforded by both old-age and survivors insurance 
and the public-assistance programs. 

I should like to emphasize, Mr. Chairman, in case you have for- 
gotten, that the Ways and Means Committee did spend 6 months, did 
take much testimony and did obtain the opinion of groups of all kinds. 
Therefore, I must admit a little surprise when it was announced by 
the chairman of this committee that this was the first objective study 
that had ever been made of the operations of the Social Security Act. 

Mr. Dincett. You are now referring to the study that was made 
by the technical staff of the Committee on Ways and Means in 1945 
and 1946, 

Mr. Atrmeyer. I am referring to the statement of the chairman of 
this subcommittee that this present study, this “fact-finding” study 
that is under way, was the first objective study. 

Mr, Dineeut. I understand th at, but what I am saying is that you 
are now referring to the previous extensive studies that were made 
in 1945 and 1946. 

Mr. Atrmeyer. I am not referring to that one particularly, but I 
am referring to the fact 

Mr. Dincett. That was when the last extensive investigation was 
made. 

Mr. Autmryer. I am referring to the fact that the committee, day 
in and day out for 6 months took testimony and studied the operations 
of the present Social Security Act. 

Mr. Dincett. The study in the 79th Congress resulted from a mo- 
tion which I made in executive session to “obtain $50,000 and make 
a study of the need for amendment and expansion of the social-security 
system. We refunded more than half of the money, as I recall, to 
the Treasury. 

Mr. ALTMEYER (reading) : 





Ten years have elapsed— 
this is 1949— 


Ten years have elapsed since the last major revision of the Social Security 
Act established the scale of monthly benefits under the old-age and survivors 
insurance system in effect today. During this time a great deal of experience 
has been built up which now permits us to assess the strength and weakness 
of the social-security system in relation to its place in the economy. During 
this period broad developments have also occurred which make it necessary to 
resurvey the principles and objectives of the social-security program as they 
relate to current economic conditions. 

The Congress is faced with a vital decision which cannot long be postponed. 
Inadequacies in the old-age and survivors insurance program have resulted in 
trends which seriously threaten our economic well-being. The assistance 
program, instead of being reduced to a secondary position, as was anticipated, 
still cares for a much larger number of people than the insurance program. 








948 ANALYSIS OF THE SOCIAL SECURITY SYSTEM 


Furthermore, the average payments under assistance have more than doubled 
in amount since 1939 when benefits under insurance have scarcely risen at all. 
There are indications that if the insurance program is not strengthened and 
extended the old-age assistance program may develop into a very costly and 
ill-advised system of noncontributory pensions payable not only to the needy but 
to all individuals at or above retirement age who are no longer employed. More- 
over, there are increasing pressures for special pensions for particular groups 
and particular hazards. Without an adequate and universally applicable basic 
social-insurance system, the demands for security by segments of the population 
threaten to result in unbalanced, overlapping and competing programs. Financ- 
ing of such plans may become chaotic, their economic effects dangerous. There 
is a pressing need to strengthen the basic system at once before it is under- 
mined by these forces. Once the basic system is firmly established, any remain- 
ing special needs of particular groups can be assessed and met in the orderly 
fashion 

The time has come to reaffirm the basic principle that a contributory system 
of social insurance in which workers share directly in meeting the cost of the 
protection afforded is the most satisfactory way of preventing dependency. A 
contributory system in which both contributions and benefits are directly related 
to the individual’s own productive efforts prevents insecurity while preserving 
self-reliance and initiative. 

Under social insurance benefits are computed individually in each case on the 
basis of earnings in covered employment. Because benefits are related to average 
earnings and, hence, reflect the standard of living which an individual has 
achieved, ambition and effort are rewarded. Since they are also related to 
length of service in covered work, individual productivity in encouraged and 
the Nation’s total production is increased. 

Because benefits under the insurance system are paid as a matter of right 
following cessation of substantial covered employment, the worker’s dignity 
and independence are preserved. 

Knowing that any assets and resources he may accumulate will not disqualify 
him and his dependents for benefits, the worker is encouraged to make private 
savings in order to supplement his social-insurance benefits. 

Social insurance has other desirable attributes. Because benefits are geared 
to contributions, the pressure for an unwarranted scale of payments is held 
at a minimum, Social insurance has a stabilizing influence on the economy by 
maintaining a steady flow of purchasing power in adverse times, and thus, 
helping to protect the Nation from serious economic maladjustments. 

For these reasons the contributory system of old-age and survivors insurance 
with benefits related to earnings and paid as a matter of right should continue 
to be the basic method for preventing dependency. 

Mr. Exvernarter. What are you quoting from now? 

Mr. Atrmeyer. This is all from the majority report of the House 
Ways and Means Committee in 1949 to the House of Representatives 
when it was considering the amendments which were later called the 
Amendments of 1950. This is all the Ways and Means Committee 
majority report. 

Mr. Esrrnarrer. I thought you were quoting from part of Presi- 
dent Eisenhower’s message on social security. I really got that im- 
pression from some of those quotes there. 

Chairman Curtis. The witness will proceed with the statement that 
he had this morning, that he wanted to give. 

Mr. Dincei. I think the consultants to Mrs. Hobby had some- 
thing to do with that, too. ; 

Chairman Curtis. The witness has the floor. And he wants to make 
a statement. 

Mr. Aurmeyer. There were a number of minority reports, and I am 
having a little difficulty locating all of them. 

Mr. Dincett. May I ask a question, Mr. Chairman? 

Chairman Curtis. You may. 
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Mr. Dinceti. Mr. Altmeyer, do you have that humdinger of a report 
in 1935 by the majority, and of the minority, and the supplemental 
views in addition, of our late colleague, Mr. Knutson ? 

Mr. Atrmrrer. Yes, I have that. 

Mr. Dinceii. 1 wish you would put that in the record, or did 
you do it. 

Mr. Atrmeyer. I put part of it in the record. I can put the entire 
amount. 

Mr. Drneetu. I think you ought to put it all in, because it is very 
interesting and informative. 

Chairman Curtis. Would you like to ask consent that all Ways and 
Means Committee reports and minority reports referred to by Mr. 
Altmeyer in his remarks now or remarks about to be made be printed 
in full? 

Mr. Dinceti. The gentleman from Nebraska, the chairman, can do 
that on his own. 

Chairman Curtis. My thought was to include these passages as 
suggested but I have been informed that material readily available in 
congressional publications cannot be reproduced in these hearings 
because of the provision against duplication as set forth in Title 44, 
section 4, U.S. Code. 

Mr. Dincetxi. That does not deprive him of reading what he wishes. 

Mr. Exsernarter. That is with the understanding that what he has 
already stated and read will remain in the record. 

Chairman Curtis. Certainly. 

Mr. Altmeyer, when you were asked to make a statement, did you 
put any time limit on how much time you wanted 

Mr. Artmerer. No,sir. I will stop any time you feel that I am not 
giving the committee what it wants. 

Chairman Curtis. This morning when you said you had a statement 
to make, did you put any time on it? 

Mr. Atrmeyer. No, sir. 

Chairman Curtis. Are you the gentleman who took notes this 
morning ? 

Mr. Carr (subcommittee reporter). Yes, sir. 

Chairman Curtis. Will you read from that part of Mr. Altmeyer’s 
statement about wanting to make a statement ¢ 

Mr. Carr. Chairman Curtis asked: 


Do you have a statement you wish to make? 

Mr. Altmeyer replied : 

I have a statement that I wish to make, yes, but it will take about an hour. 
Chairman Curtis said: 

Would you like to make it now? 

Mr. Altmeyer said: 


No; I would rather wait for all of the barrage of questions first, sir, so I can 
encompass in my statement any details that I may have left out. 

Mr. Evernarter. Left out of his notes. 

Mr. Drincevu. Has the barrage ceased, Mr. Chairman? 

Mr. Esernarter. That is what he said. 

Chairman Curtis. Would you read that again? It seems that Mr. 
Eberharter did not understand. Read all that you read just now. 
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Mr. Enernarter. Read that part where Dr. Altmeyer said he would 
be speaking from notes, Mr. Chairman, just after we reconvened this 
afternoon. I have a right to ask for that. 

Chairman Currts. All right. Read all of it. 

Mr. Dinceti. That gavel does not scare me. 

Mr. Carr (reading from notes) : 

Chairman Curtis. Do you have a statement you wish to make? 

Mr. ALTMEYER. I have a statement that I wish to make, yes, but it will take 
about an hour. 

Chairman Curtis. Would you like to make it now? 

Mr. ALTMEYER. No; I would rather wait for all of the barrage of questions 
first, sir, so I can encompass in my statement any details that I may have left 
out. 

Mr. Dinceti. Then the barrage is over with, Mr. Chairman, is 
that it? 

Chairman Curtis. It is not a barrage, and there has been no state- 
ment appearing here where insertions might want to be made. 

Mr. Dincett. We have not reached that point in our relationship, 
Mr. Chairman, that we cannot ask unanimous consent. You just a 
moment ago were asking it on my behalf, and I said, “Go ahead and 
make that on your own.” 

Chairman Curtis. Now, Mr. Altmeyer, you did appear here and 
say you a had a sts itement and suggested that you wanted about an 
hour to make it. You have had about an hour and 37 minutes. 

We want to be fair with you, but, after all, we have a right to expect 
that you cooperate with the committee so that we can proceed with 
the work at hand. 

The Chair dislikes to cut off your testimony. I got the distinct 
impression, and it is verified by the reporter’s notes 
Mr. Ezvernarter. I dispute that, Mr. Chairman. 

Chairman Curtis. That you had a statement, and your estimate of 
the time was an hour. Wind up your statement as quickly as you 
can. 

Mr. Drncert. You set a time on it, Mr. Chairman. 

Chairman Curtis. You may proceed. 

Mr. Esernarter. I just want to say that Dr. Altmeyer has been 
a quite remarkable witness. The prepared questions were expected 
to take 3 days and the committee has consumed only 3 hours and 
about 15 minutes. So that you can qualify as a very remarkable 
witness in answering all the questions that were expected to take 3 
days. 

Chairman Curtis. On that, the Chair wants to make a statement. 

At every move we have attempted to be fair with Mr. Altmeyer and 
he is a busy man and an important man, and it was only right that 
1 let him know how many days he might be at the call of this 
committee. 

Naturally, if we can finish in less time, we want to do it. 

Now, wind up your statement as quickly as you can, Mr. Altmeyer. 

Mr. Enernarrer. How quickly? How much time does he have? 
Let us have an answer. 

Chairman Curtis. The gentleman from Pennsylvania is out of 
order. 

Mr. Drncetu. That is according to your ideas of what constitutes 
order. 
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Chairman Curtis. All right, that may be true, but I have been fair 
with the gentleman. He asked for an hour. 

Mr. Eseruarter. Your statement that you have been fair does not 
make it so. 

Mr. Dincetu. If you want to cut him off 

Mr. Exnernarrer. You can repeat over and over again that you 
want to be fair. That does not make it so. It is a self-serving 
declaration. 

Mr. Goopwin. Mr. Chairman. 

Chairman Curtis. The gentleman from Massachusetts, Mr. Good- 
win. 

Mr. Goopwin. Might I observe that the weird ideas of what consti- 
tutes order in a committee hearing seem to come from the minority 
side. 

Mr. Dinceit. That is a matter of opinion, too. 

Chairman Curtis. I cannot understand the resistance to inquiry 
about this multibillion-dollar program that affects every American 
person. 

Mr. Dincetx. I can understand why you do not understand. 

Chairman Curtis. With noise and bickering and partisan remarks, 
attempting to distract all the time. I urge the gentlemen of the 
minority to proceed with due decorum and permit the witness to 
quickly conclude his statement. 

Mr. Esernarter. The witness has a right to know how much time 
he has, if he wants to collate his points in the most effective manner. 

Chairman Curtis. The gentleman from Pennsylvania is out of 
order. 

Mr. Enernarter. Well, Mr. Chairman, I want to make a parlia- 
mentary inquiry. 

Chairman Curtis. You may state it. 

Mr. Esernarrer. My parliamentary inquiry is: 

Does not the witness have a right to know how much time he has so 
that he can collect in his own mind the points that he wants to put over, 
and decide how much time it will take? 

Chairman Curtis. He does not. 

Mr. Evernarter. He does not have that right ? 

Chairman Curtis. No, sir. The gentleman stated that he wanted 
about an hour. 

Mr. Esernarter. He stated he wanted 2 hours, too. 

Chairman Curtis. The Chair relied upon that statement, and has 
been more than generous with him. 

You have used an hour and 42 minutes, and I ask you to conclude 
quickly. That is not an unreasonable request. 

Mr. Drncett. How much time would you like to have, Mr. Alt- 
meyer? How much may he have? 

Chairman Curtis. I want him to proceed. 

Mr. Dincett. You do? I know you are seasick now. He is not 
your kind of witness. You should not have asked for the 3 days. 

Chairman Curtis. We asked how much time he wanted and he said 
an hour. 

Mr. Dincetx. You are on the ropes. 

Mr. Autrmeyrer. I want to apologize to the chairman of the com- 
mittee for underestimating the time. I have not intended to put into 
the record anything I think was not significant. If there is anything 
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I am putting into the record, that you think not significant, tell me 
and I will stop. 

Chairman Curtis. Mr. Altmeyer. 

Mr. Aurmeyer. May I proceed, and I will save your time by 
proceeding ¢ 

Chairman Curtis. Very well. 

Mr. Atrmeyer. I was about to quote some passages from the minor- 
ity report of the Ways and Means Committee in 1949. 

You will recall when I quoted from the 1939 report there was con- 
cern expressed in the minority report that justice was not being done 
to these younger single workers, who retire years hence, but in the 
minority report in 1949 an exactly opposite position was taken. 

There was in 1939, the committee will recall, a 1 percent annual 
increment for every year that a person had a certain amount of covered 
wages. 

The majority of the Ways and Means Committee recommended 
that that annual increment be reduced to one-half of 1 percent per 
year, in order to keep down the cost. They were not, as I understand 
it, taking exception to the desirability, but they wanted to keep within 
a cost level which they considered reasonable. But the minority com- 
mittee objected even to the one-half of 1 percent annual increment 
by contending: 

This provision increases the cost of the program by approximately a billion 
dollars annually, discriminates against older workers, and the irregularly em- 
ployed, and automatically commits future generations to the payment of higher 
benefits than will be paid today. 

That was one minority report. Then there were additional minority 
views. There is one that is headed, “Additional minority views,” 
signed by Carl T. Curtis, and I quote from these additional minority 
views: 

The old age and survivors insurance program is a grossly unsound and in- 
effective tool for the social security purposes it attempts to accomplish. Be- 
cause it is so unsound and ineffective; I cannot agree that the mere extension 
of its coverage or mere numerical revision of its benefit formula, such as the 
majority of the committee proposes, can bring about significant improvement. 
Instead, the very fundamentals of the program should be objectively reexam- 
ined, and to the extent that such reexamination indicates the need for drastic 
overhauling of the program, that overhauling should be done, even though it 
proves necessary to abandon completely those concepts on which the present 
program rests. 

This additional minority views report goes on to say: 

What is needed is an extension of automatic benefits (i. e., benefits available 
without a needs test) to the millions of old people who could not qualify under 
a wage record insurance program. 

I assume that the use of the word “insurance” there was again in- 
advertent— 
yet who over their past lifetime have worked just as faithfully as the more 
fortunate few who now qualify. No other way can possibly provide these de- 
served benefits. 

Further on in this report, captioned “Additional Minority Views,” 
this statement appears. 

This concept of “the higher the wage the higher the benefit” has generally 
been rationalized on the grounds that a greater “wage loss” is suffered when a 
higher paid worker dies or retires than when a lower-paid worker does. But 
I feel that this concept results in a maldistribution of social insurance funds, 
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and ignores the important fact that the higher-paid worker should be expected 
to accumulate far greater reources than the lower-paid, with which to supple- 
ment his social insurance benefits. In fact, this concept is so inconsistent with 
the social insurance objective set forth above, that the reverse concept of “the 
lower the wage the higher the benefit” would be more nearly correct. 

It is my belief that benefits should be uniform in amount, and independent 
of previous wage history. A system providing uniform benefits would recognize 
the fact that since the amounts available for social security are necessarily 
limited in total, it is far better to divide up these amounts without discrimi- 
nation, than to pinch one man’s benefit in order to deal more generously with 
another man’s. 


This report goes on to say: 


Let us permit our children and our grandchildren to decide how much per 
year they of their generation will pay for social security. We should not bind 
them by contract. 


Again I assume that the use of the term “contract” is an inadvertent. 

We should not bind them by contract to pay untold billions each year as the 
present system does. The right of self-government means not only freedom 
from kings, tyrants, and dictators, but it means freedom from the past. 

This report goes on to say: 


I submit that in any given year those individuals who are so blessed as to 
have a job and good health so that they can produce, should carry the load for 
those unable to produce for themselves in that particular year, that the cost 
should be paid in full in that year, and that when the year closes nothing is 
owed and nothing is promised— 
ind further this report, signed by Carl T. Curtis, says: 

I propose a program of modest benefit amounts, one that could be borne by 
i) present tax rate not much greater in total effect than the cost of Federal 
grants for public assistance, plus the combined amounts of employer and em 
ployee contributions at present, but I would prefer that this tax be in the form 
of an addition to the current normal income tax rates” 
rather than payroll taxes. 

I inserted that parenthetically—that is not inthe report. TI inserted 
that myself. 

The payroll tax, as noted above, is regressive in effect. The employer portion 
of the payroll tax can probably be adequately justified for financing hazards 
directly related to current employment, such as loss of wages due to temporary 
absence from work, but we cannot see its rationale as a method for financing 
long-term benelits relating to the one-time hazards of death or old age. 

Then there are further minority views submitted in a very short state- 
ment, by Congressmen Noah M. Mason, and John W. Byrnes. It says: 

We have signed the minority report because, in our opinion, it is preferable 
to the majority report, but we do not approve all that is contained therein. We 
can and do subscribe to the views expressed by Representative Carl Curtis in his 
“Additional Minority Views,” especially the specific views found in his con- 
clusion. 

That concludes the excerpt which I thought the committee would be 
interested in, as throwing light on the philosophy and the principles of 
the present Social Security Act. If I was mistaken, I apologize to 
the committee for taking so much of its time. 

Now, I haven’t, Mr. Chairman, expressed my personal views as to 
what I think could be done to improve the law. I do not know whether 
that is going to be considered by this committee or not. 

Chairman Curtis. Testimony for or against proposals will, of 
course, be heard by the full Ways and Means Committee, when they 
consider the legislation. We have not had any witnesses go into that. 
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Mr. Atrmeryer. Then may I just make a brief concluding statement, 
if I am not permitted to make recommendations or suggestions or 
express my opinion as to improvements ? 

Chairman Curtis. I have no objection to you putting your recom- 
mendations in the record. 

Mr. Attmeyer. Oh, no, Mr. Chairman. I would like to get them 
presented so that they could be discussed and questions asked to eluci- 
date just exactly what the implications are. 

Chairman Curtis. This is not a legislative committee, but at your 
request I set aside the questioning for you to make the statement which 
you said you had, the statement that you estimated would take about 
an hour. In jus t a few minutes, 2 hours will be up. 

Now, what is it further that you want to read from the statement 
that you said you had? 

Mr. Aurmryer. Well, I have a statement, Mr. Chairman—it would 
probably take me an hour and a quarter—as to my views and recom- 
mendations regarding improvement of ig present social-security sys- 
tem. But, if you are not interested in learning about my views, I 
forego that privilege. 

Chairman Curtis. You have used almost 2 hours. If you have 
something that you want to say in just 2 or 3 minutes, wind it up. 
The Chair has been more than liberal with you. 

Mr. Attmryer. May I make a brief statement, then, in conclusion, 
which I promise you will not take more than 10 minutes—perhaps 5 
minutes ? 

Chairman Curtis. You may proceed. We will let you have the 2 
full hours. You have about 5 minutes to go. 

Mr. Atrmever. How many ? 

Chairman Curtis. You have 5 minutes, and then it will be 2 hours 
that you have consumed. 

Mr. Aurmeyer. Thank you very much for that additional time. 

Mr. Dinceiu. He can put the rest in the record. 

Mr. Esernartrer. He may not prefer to. 

Mr. Aurmerer. May I then say, Mr. Chairman, that in the consid- 
eration of the development of a social security program, we ought to 
proceed upon the assumption that we want to develop a social securtiy 
system based upon a free enterprise system, and designed so as to 
promote all of the values inherent in a free enterprise system. 

May I also say that we must proceed upon the assumption that every 
effort will be made to make this free enterprise system as productive 
as possible and as just as possible to the participants thereof. 

I believe that a social security system ought to be designed to pro- 
vide a minimum basic protection upon which the individual may build 

further degree of protection as desired by him and his family. I 
do not look upon that minimum basic protection as simply an animal 
level of subsistence. I look upon it as a level that permits some degree 
of gracious living to all of the American people, and I believe that 
there is no fixed amount that should be established as the limit of a 
decent, humane, minimum basic protection for all of the American 
people. 

I believe that a system of social security ought to protect all of the 
people against all of the major economic hazards which lead to desti- 
tution. I believe that a contributory social insurance system enabling 
people to help pay for their own protection ought to be the first line 
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of defense against destitution, and the major element in any system of 
social security. 

I believe that benefits should be related to income loss under this 
contributory social insurance system. 

I believe that we must preserve both the principle of individual 
equity and the principle of social adequacy. 

I believe that we should have a safe system of financing that looks 
to the future as well as the present and makes certain that we know 
where we are going and have set up an automatic system of financing 
so that these benefits that are provided as a matter of statutory right 
by the Congress of the United States may be preserved and protected 
and paid when due. 

I believe that public assistance should be retained as the second line 
of defense against destitution. 

I believe that every effort should be made to prevent the hazards 
causing destitution. I believe that there should be industrial acci- 
dent prevention, that there should be employment offices to reduce the 
amount of unemployment to a minimum, that we ought to have hiring 
and firing practices that would permit persons in their fifties and 
sixties and seventies to continue to work if they want to and are able 
todoso. I think it is tragic and inhuman to throw them on the scrap 
heap just when they re sach an arbitr ary age limit, whether it is 65 or 
whether it is any other, and I believe that we should have rehabilita- 
tion programs of all sorts to enable people to continue to be produc- 
tive, to restore their productive capacity if it has been lost or impaired. 

Now, Mr. Chairman, I have very definite views as to how to ac- 
complish these objectives but, since you have informed me that my 
time is at an end, I want to thank the committee for the privilege of 
appearing, and if at any future time I can be of any further assistance 
to the committee, I shall be glad to. 

The Cuatrman. You are not through. We are going to proceed 
now with the questioning intended for this afternoon. It will prob- 
ably take a night session. 

Mr. Aurmryer. Then I was misled, Mr. Chairman, because you gave 
me to believe that the questioning had ended and I could proceed 
with my statement. 

Chairman Curtis. I made no such statement. 

Mr. Aurmeyer. Again a misunderstanding. 

Chairman Curtis. I made no such statement. The witness will not 
decide when his statement is going to be made and when questions are 
going to be asked. 

Mr. Autrmeyer. Then may I make a supplemental connected state- 
ment later. 

Chairman Curtis. No; the counsel will proceed with the question- 
ing. 

Mr. Esernarter. Let the record show that the witness—— 

Chairman Curtis. The gentleman from Pennsylvania is out of 
order. 

Mr. Esernarter. Is prevented from continuing to make a state- 
ment. 

Chairman Curtis. The gentleman from Pennsylvania is out of 
order. I have given you people 2 hours. 

Mr. Ezsernarter. Put that on the record, too. 
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Chairman Curtis. The gentleman from Pennsylvania is out of 
order. 

Mr. Eneruarrer. That is all right. Iam willing to be out of order. 
Put that on the record, too. 

Mr. Winn. Mr. Altmeyer, earlier this morning I believe you testi- 
fied that the 1935 act, title II did not include the word “insurance”? 

Mr. Atrmeyer. Yes, sir. 

Mr. Winy. I think you also read a part of the brief which was filed 
by the Government in the Supreme Court in Helvering against Davis, 
to the effect that the system provided in title If was not a compulsory 
form of insurance within the usual meaning of the term “insurance.” 
Do you recall that ? 

Mr. Aurmeyer. I recall you asked me to read a certain section of 
that brief. 

Mr. Winn. Which was, in effect, that statement, was it not? 

Mr. Autrmeyer. As I recall, yes, ‘put there are other parts of that 
brief that you did not quote. 

Mr. Winn. The whole ns Mr. Altmeyer, will be a part of the 
record of this heari Ing. (See appe ndix II, p- 1427.) 

It is also true, is it not, th: at the Supreme Court opinion of which 
you read quite a bit during your statement, the Supreme Court 
opinion in Helvering against “Davis, did not include the word “insur- 
ance” ? 

Mr. Aurmeyer. That is right. 

Mr. Winn. Nevertheless, Mr. Altmeyer, when the Social Security 
staff was engaged in drafting suggested amendments to the Social 
Security Act for consideration by the Congress, which amendments 
ultimately culminated i in the 1939 amendments, you told your staff to 
use the word “insurance” and related terms, whenever it was possible 
in the text of the proposed amendments; is that correct ? 

Mr. Aurmeyer. What was the last part of that ? 

Mr. Winn. May we have the question read ? 

(The pending question was read by the reporter.) 

Mr. Aurmeyer. I don’t recall that, but I certainly believed, and 
would naturally want to give the Congress the information and the 
sort of report in which I believed. I believed then and I believe now 
that it is a system of social insurance. I told you that time and again. 
There is no mystery about it. 

Mr. Dinceti. And no misunderstanding. 

Chairman Curtis. The gentleman from Michigan is out of order. 

Mr. Dincett. Wait a minute, Mr. Chairman; you said we could 
interpolate when a witness answered. 

Chairman Curtis. When we opened the hearing this morning—— 

Mr. Dince.y. You answered that question anyway, Mr. Altmeyer. 
There is no difference on that point anyway, is there ? 

Mr. Winn. Mr. Altmeyer, I do not believe you understand my 
question. Read it again, Miss Reporter. 

(The record was read by the reporter. ) 

Mr. Aurmryer. I remember the question. Tell me why you think 
I did not understand it. 

Mr. Winn. Because you have not answered it. 

Mr. Dineett. The answer did not suit the counsel. That’s what 
he means. 
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Chairman Curtis. The gentleman from Michigan will quit inter- 
rupting the w oe , 

Mr. Winn. I would like to have the question read again. 

Mr. Aurmryer. I have answered it. Would you mind rephrasing 
the question? I have answered your question that I don’t recall that 
exact episode, 

Mr. Winn. Would you say that it did not happen, Mr. Altmeyer ? 

Mr. Atrmryer. Of course not. I am telling you that I believe it is 
insurance, and I would, of course, tell the Congress and the committee 
that I believe that it was insurance. 

Mr. Winn. Did you tell your staff to use the word “insurance”? 

Mr. Aurmryrr. Now, I have answered your question. 

Mr. Winn. You do not know? 

Mr. Atrmeyer. I don’t recall that I told them, but I think it 
probable that I did. 

Mr. Winn. Very well. 

Mr. Aurmeyer. There is no mystery about it. Don’t make a 
mystery out of it. 

Mr. Winn. Did you suggest that title II be entitled as “Old Age 
and Survivors Insurance”? 

Mr. Atrmeyer. Again I don’t recall, but certainly I believed it and 
would certainly recommend it to the Ways and Means Committee, 
as I did. 

There were 6 to 8 months of executive hearings, meetings. There is 
no mystery about this. Why do you make a mystery of this? 

Mr. Winn. Have you finished ? 

Mr. Aurmeyer. I have asked you why do you try to make a mystery 
of my well-known views, that this is social insurance ? 

Mr. Winn. Have you finished your statement in answer to my 
question, Mr. Altmeyer ? 

Mr. Aurmerer. No. 

Mr. Winn. Then finish it. 

Mr. Aurmeyer. I would like to have you answer my question. 

Mr. Winn. I am not answering questions. 

Mr. Attmeyer. If you want a meeting of minds, why don’t you 
answer the questions ¢ 

Chairman Curtis. The gentleman will answer the questions. 

Mr. Dince.y. He answered. 

Mr. Epernarter. The answer does not suit counsel. 

Chairman Curtis. The gentleman from Pennsylvania is out of 
order. 

Mr. Drnceti. We have heard that before. 

Chairman Corts. I know that. 

Mr. Winn. Mr. Altmeyer, did your advisers in the legal depart- 
ment of the Social Secur ity Board tell you that you could sprinkle the 
word “insurance” and related terms, throughout title II, but that you 
could not use insurance terminology in what was then title VIII, be- 
cause that was a tax statute, and established tax wording had to be 
used ¢ 

Mr. Aurmeyer. I do not recall. 

Mr. Winn. Would you say that it did not happen ? 

Mr. Aurmerer. I would not undertake to answer without referring 
to the record, sir. If you are trying to indict me, then I think you 
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ought to furnish me with the record, and I will tell you whether the 
record is correct, but I am not going to be cross-examined on some- 
thing that happened 15 years ago and my answers distorted by you 
or anybody else, and get that straight. 

Chairman Curtis. The witness will not accuse anyone of distorting 
answers. 

Mr. Aurmeryer. I have not accused, but I have made a simple state- 
ment that I will not answer questions of facts where my memory does 
not carry me back to that period, without being given the opportunity 
of examining the record. I think it is outrageous that you should 
expect me to cast my memory over 18 years, crowded years. 

Mr. Wry. Is it a fact, Mr. Altmeyer, that in the 1939 amend- 
ments, you did suggest a short title for the tax provisions which was 
accepted, that is, “Federal Insurance Contributions,” but that no- 
where in the body of the tax statute as amended in 1939 does the word 
“insurance” appear ? 

Mr. Aurmeyer. I do not recall. If you will give me the record, I 
will answer your question “Yes” or “No.” If you refuse to give me 
the record, I can only say that I acne recall, 

Mr. Wryyn. Mr. Altmeyer, it is true, is it not, that the correlation 
between the tax paid and the benefits under the 1935 act were far 
from complete ? 

Mr. Aurmeyer. I do not understand your question. 

Mr. Winn. May we have the copy of the brief in Helvering v. 
Davis, Mr. Smith? 

Will you please refer to page 95 of the brief in Helvering v. Davis, 
Mr. Altmeyer, and read the marked portion ? 

Mr. Aurmeyer. I ask that you read it. My voice is a little weak. 

Mr. Winn. On page 95 of the brief we find: 

It is to be noted that the correlation between taxes paid and benefits received 
is far from complete. 

Do you find that there? 

Mr. Attmeyer. Yes. 

Mr. Winn. I will restate the substance of the question, Mr. Alt- 
meyer. 

It is true, is it not, that the correlation between the benefits and 
taxes in the 1935 act was far from complete? 

Mr. Aurmeryer. As for the 1935 act, the 1939 act, and the 1950 act, 
my extended presentation apparently fell on deaf ears. I brought out 
that the committee reports indicated that there was not a correlation 
between the individual contribution and the value of the benefits 
paid. 

Mr. Winvy. It is also true, is it not, that there was no correlation 
as between individuals who paid the same amount in the form of tax 
and the benefits which are paid? 

Mr. Aurmeryer. Individuals of the same age and the same wage 
history ? 

Mr. Winn. Yes. 

Mr. Atrmeryer. No, that is not correct. 

Mr. Winn. Does not the number of survivors which an individual 
has affect the number of dollars which are paid in the form of bene- 
fits ? 

Mr. Aurmeyer. Under the 1935 act? 
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Mr. Winn. The 1939 act. You have been talking about 1939 and 
1950 now. 

Mr. Atrmeyer. Wasn’t your first question directed to 1935? 

Mr. Winn. The first was 1935, Mr. Altmeyer. The subsequent ques- 
tions were 1939 and 1950. 

Mr, Aurmeyer. I cannot hear you. 

Mr. Winn. Can you hear me? 

Mr. Autrmeyer. I hear you now,sir. Yes. Thank you. 

Mr. Dince.u. Do not get any rougher than that, Mr. Counsel. 

Mr. Enernarter. I do not think the witness can be browbeaten by 
your yelling at him, Mr. Counsel. He is not the type to be browbeaten. 
The first thing you learn in studying law is not to attempt to brow- 
beat the witness. 

Chairman Curtis. The gentleman from Pennsylvania is out of 
order. 

Mr. Autmeryer. May I answer the question now? 

Under the 1935 act there were no survivors’ benefits, and I thought 
the counsel was directing his question to the 1935 act. Now, as I have 
brought out in these excerpts, in 1939 the Congress of the United 
States, upon the recommendation of the majority of the Ways and 
Means Committee and the Senate Finance Committee, did provide 
for widows and orphans and dependent parents benefits so that a per- 
son at a given age and with a given wage record, if he left survivors, 
those survivors would receive those benefits. If he did not leave those 
survivors, of course, there would be no survivors to receive the bene- 
fits. Is that clear? 

Mr. Winn. And the correlation is far from complete all the way 
through as between taxes paid and benefits received and as between 
individuals in the same age group and with the same wage as com- 
pared with individuals of the same age and same wage groups? 

Mr. Aurmeyer. The correlation, you say, is not complete? 

Mr. Winn. Yes. 

Mr. Aurmryer. What do you mean by correlation ? 

I am trying to answer your question, but I must say that I do not 
understand what you are saying. 

Mr. Dinceuu. I do not either, Mr. Counsel. May I ask a question 
to simplify or help bring it out? 

Chairman Curtis. You may. 

Mr. Dineewi. Mr. Chairman, did counsel have in mind when he 
refers to correlation the amount of money paid in for the amount of 
money each receives, and whether there is a difference between 2 men 
or 2 beneficiaries ? 

Mr. Winn. It is perfectly obvious that that is exactly what counsel 
meant, and I think the witness understands it fully and completely. 

Mr. Dincetu. It is obvious to you, I grant, but if he does not under- 
stand, I cannot grant it. 

Mr. Winn. Is that not one of the differences between social and 
private insurance, Mr. Altmeyer, that there is that absence of correla- 
tion ? 

Mr. Aurmeyer. I thought I had answered that question when I ex- 
plained that when there are survivors there is survivors benefit, and 
when there are no survivors there are no survivors benefits, even though 
the insured worker had the same age and same wage history. If you 
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are merely repeating your question in another form and want me to say 
yes again, I will say yes as many times as you want me to. 

Mr. Winn. You now have a second question to answer, Mr. Alt- 
meyer. I would like to have an answer to that. 

Mr. Aurmeyer. I thought I answered the second question. Have 
you a third question? Absence of correlation between what ? 

Mr. Winn. Strike out that “absence of correlation.” 

Your answers to the past two questions indicate one of the differ- 
ences between social insurance and private insurance; do they not? 

Mr. Aurmeyer. Yes, I think they do. 

Mr. Winn. There are other differences between social insurance 
and private insurance; are there not, Mr. Altmeyer ? 

Mr. Atrmeyer. Give me some illustration and then I will answer 
you “ves” or “no.” 

Mr. Winn. You prefer not to answer the question ¢ 

Mr. Atrmeyer. | want to be sure that I have the whole question in 
mind and its implic: itions. ‘There may be other differences. That is a 
poor ditference that you jus st bron ight out. 

Mr. Wiyn. Let the record show that the witness does not answer 
the question. 

Mr. Dincetu. As a matter of fact, he did not say that. He wants 
to get your idea as to what you mean. He has admitted 2 hours ago 
that there was a difference between social and private insurance. He 
admitted that. 

Chairman Curtis. The gentleman from Michigan will let counsel 
proceed. 

Mr. Evernarrer. Let the record show 

Chairman Cwurris. The gentleman from Pennsylvania will not 
interrupt. 

Mr. Esernarrer. The chairman finds me out of order because I 
want to interpolate a suggestion. 

Chairman Curtis. The gentleman from Pennsylvania does not have 
the floor. Proceed. 

Mr. Winn. It is true, is it not, Mr. Altmeyer, that the United States 
Government on numerous occasions has entered into contracts of in- 
surance with its citizens which are in the nature of private insurance 4 

Mr. Aurmeyer. | think there is Government insurance for veterans, 
if that is what you mean. 

Mr. Winn. Let us take the war risk insurance program. Is that 
not one where contracts were entered into between the Government 
and its citizens which provided insurance, as that term is usually un- 
derstood in this country ? 

Mr. Aurmeyer. You are more familiar with that than Iam. I only 
know a little about social security. I don’t know much else. 

Mr. Winn. You do not know much about insurance? 

Mr. Atrmeyrer. I do not know much about war risk insurance. 

Mr. Winn. You do not know anything about whether the war risk 
insurance is a system of private insurance ? 

Mr. ALTMEYER. I do not, sir. 

Mr. Winn. Do you know whether the national service life insurance 
is a system of private insurance provided by the Government 

Mr. Aurmerer. That is a contradiction in terms: A system of 
private insurance provided by the Government. 
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Mr. Wryy. I will change the question. It is a system of private 
insurance in that it is based on contract, and it is provided by the 
Government. Do you know that? 

Mr. Atrmeyrr. I think that is correct. I have never examined the 
documents or the law. 

Mr. Winn. Do you know that the Federal mortgage insurance 
system 

Mr. Atrmeyer. I do not know anything about the Federal mort- 
gage insurance system either. 

Mr. Wixyn. You do not know that that provides insurance on the 
basis of a contract between the Government and its citizens? 

Mr. Evernarrer. He has answered that question by saying he did 
not know anything about Federal mortgage insurance. 

Chairman Courris. The gentleman from Pennsylvania is out of 
order. 

Mr. Esvernarter. Then the counsel persists in asking questions 
about the details of something Dr. Altmeyer says he knows nothing 
about. That is not proper cross-examination. I will admit, as the 
chairman has stated, that the witness is under cross-examination. 

Chairman Curtis. The gentleman from Pennsylvania will keep 
still. 

Mr. Esernarter. And it is not even proper cross-examination. 

Mr. Dincett. Why does not the chairman go over there and shut 
him up? Why do you not try that? 

hairman Curtis. I have tried to appeal to the gentlemanly traits 
in Mr. Eberharter all day. 

Mr. Esernarter. I have tried to appeal to the gentlemanly traits 
in the chairman and counsel, but I have not been successful. 

Mr. Winn. Do you know, Mr. Altmeyer, that the Federal Govern- 
ment provides by contract a system of Federal crop insurance ? 

Mr. Attmeyer. I do not know whether it is by contract or not. 

Mr. Winn. Do you know that the Federal Government provides, 
contractually, a system of mail insurance ? 

Mr. Attmeyer. No, that is a new one on me. 

Mr. Winn. You never insured any mail ? 

Mr. Attmeyer. You mean registered ? 

Mr. Dincetu. A nickel fee on a package. 

Mr. Aurmeyer. I did not know that the Government was signing 
a contract with me when I registered a letter. If that is correct, that 
is news to me. 

Mr. Wiwn. I do not think the question used the word “register,” 
Mr. Altmeyer. I think it used the word “insure.” 

Mr. Attmerer. Again, I did not know there was a difference. 

Mr. Drnoe.u. He is trying to give you a lesson, Doctor, about some- 
thing which he knows nothing about. 

Mr. Atrmeyer. I am going to ask the postal clerk the next time 
whether I have a contract. 

Chairman Curtis. The gentleman from Michigan is out of order. 

Mr. Dincetu. There was a lull and I am filling in. 

Chairman Curtis. We want to ascertain whether these millions of 
Americans have an insurance contract. 

Mr. Drncett. Then what are you clamoring about? What is the 
counsel excited about? We covered that thoroughly early in the day. 
This is repetitious. 
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Mr. Winyn. Mr. Altmeyer, I gathered from the statement which you 
made that, alth ough the be nefits which are to be paid as a result of 
title II of the Social Secur ity Act are payable on a basis of presump- 
tive need, neither you nor the Social Security Board ever intended that 
the benefits should provide more than a floor of presumptive protec- 
tion, on the theory that the individual citizens will provide something 
through their own efforts? Is that correct? 

Mr. Aurmeyer. Only the floor is wavy. 

Mr. Winn. The benefits were never intended to replace savings, 
home ownership, or life insurance? 

Mr. Atrmeyer. That is right. 

Mr. Winn. It is also true, is it not, Mr. Altmeyer, that when dif- 
ference between the program provided in title II ‘and the private in- 
surance is that no money premium is necessary to be paid by or for 
the worker in the social-insurance program? Is that correct ? 

Mr. Atrmerer. No. 

Mr. Winn. You mean that there is a money premium that is re- 
quired to be paid in order to obtain the benefits of this system ? 

Mr. Aurmryer. There is a tax upon defined wages, which, in my 
judgment, is the equivalent of a premium. 

Mr. Winn. Have you finished your answer? 

Mr. Aurmeyer. If I understood your question, I have finished. Per- 
haps I did not understand. 

Mr. Winn. I did not hear the words after “which in my judgment.” 
May I have that read? 

(The record was read by the reporter.) 

Mr. Winn. Where in the statute is the payment of the tax required 
as a condition for the payment of the benefits ? 

Mr. AutTmeyrer. Oh, the Congress has maintained the complete 
separation of titles II and VIII so that the nonpayment of the tax, 
which, as I say, is in the form, I believe in the form of a premium, 
would not deprive a worker who had earned wages in insured employ- 
ment of his benefits any more than under workmen’s compensation in 
many States the failure of the employer to take out insurance does not 
deprive the worker of his benefits under the Workmen’s Compensation 
Act. 

Mr. Winn. The only thing necessary for the payment of benefits 
under the law as it has stood to date is the record in the Bureau of 
OASI of a minimum covered wage for the specified period of time, 
is that correct, Mr. Altmeyer ? 

Mr. Aurmeyer. That is right. 

Mr. Wryn. The Social Security Administration and the Board and 
the various other agencies which have administered this statute have 
not inquired and do not inquire in any particular case whether the 
social-security taxes have been paid or not, do they ¢ 

Mr. Aurmeyrer. Oh, they maintain very close liaison with the Bu- 
reau of Internal Revenue. I assure you there is a constant inter- 
change of information. In fact, I think if you will call the staff of 
the Bureau of Internal Revenue you will find that the old age and 
survivors insurance system has been a great aid in the collection of 
not only the taxes under title VIII but of income taxes as well. 

Mr. Winn. And you mean to tell me that the Social Security Ad- 
ministration does i inqais e to find out whether the taxes are paid before 
it pays the benefits? 
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Mr. Aurmeyer. Oh, that is a different question. The mechanics are 
that we get—excuse me. No longer. They get—the Bureau of Old 
Age and Survivors Insurance gets the payroll of the employer through 
the Bureau of Internal Revenue, and you can be sure, sir, unless there 
is a slipup, that the Bureau of Internal Revenue undertakes to collect 
the required contribution, or taxes rather, to use a technical 
expression. 

Mr. Winn. Under title II of the social security law the payment of 
the social security tax, though, has not been the test in determining 
eligibility for benefits, has it? 

Mr. AttMryer. Under the law it cannot be a test. 

Mr. Winn. Mr. Altmeyer, from the early days of the law you felt 
and stated that it would be necessary that the people accept this pro- 
gram as providing insurance as that term is usually understood in 
this country regardless of what it really is, is that correct? 

Mr. Atrmeyer. No. 

Mr. Winvy. Is it not also a fact that you felt and stated that the 
people would have to believe that the benefits to be paid under this 
system had been previously bought and paid for by the workers? 

Mr. AuttmMeyrer. What do you mean? Individually or collectively 
or through the medium of the employer? 

Mr. Wry. I am using your language, Mr. Altmeyer, “bought and 
paid for by the workers.” 

Mr. Aurmeyer. Plural workers? 

Mr. Winn. Plural workers. 

Mr. Aurmerer. Nothing said about the employers. Would you mind 
reading that complete statement and tell me the source ? 

Mr. Winvy. I will come to it in a little while. 

Mr. Attmeyer. I cannot answer your question. 

Mr. Winn. You were interested, were you not, in the psychology 
of the people in relation to this title IT system ? 

Mr. AttMeyer. What do you mean by that question ? 

Mr. Esernarter. I suggest, Mr. Chairman, at this point that it be 
much more advisable to have a representative of the administration 
testify as to what the present laws are, and not somebody who has been 
dismissed by the administration, to call upon him to make interpre- 
tations. 

Chairman Curtis. The gentleman from Pennsylvania will please 
desist from encumbering the record and interrupting. 

Mr. Winn. Mr. Altmeyer—— 

Mr. Exsernarter. If I were Dr. Altmeyer I would refuse to answer. 

Mr. Winn. At the hearing before the Committee on Finance, United 
States, 76th Congress, Ist session, H. R. 6635, social-security amend- 
ments, you made on statement, on page 84. These hearings occurred 
on June 13,1939. I will read the statement: 

Even though this is a Government compulsory system, nevertheless it is de- 
pendent upon the acceptance of the people, and the continued acceptance of the 
people. Now, in the early years, when you are paying out much more in pro- 
portion to contributions, that is not so much of a point, because even the high- 

vage earner that Senator La Follette pointed out in his illustration, benefits. In 
fact, the high-wage earner benefits, in dollars and cents, if not proportionately 
more, than the low-wage earner in the early years. However, as the system gets 
older if the high-wage earner can say “Some of the dollars I myself am putting 
in are being used for other people’s protection,” the system could not be 
sustained. 
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Do you remember making that statement ? 

Mr. Aurmryer. Yes; I believe it, and shall I tell you what was 
meant ¢ 

Chairman Curris. You may add that briefly. 

Mr. Atrmeryer. Thank you. 

This is a matter very dear to my heart. It involves this question 
of whether the years of contribution or the years of covered wages 
shall be taken into account in determining the benefits payable par- 
ticularly in the years in the future, far ahead in the future. There- 
fore, I have always felt that there should be an annual increment. 
I still feel there should be an annual increment to recognize those years 
of contribution or coverage under this system. 

You will recall, Mr. Chairman—I hope you will recall—when I 
was reading the record I pointed out that in 1949 the Ways and Means 
Committee, the majority Ways and Means Committee still retained 
in its recommendations to the House a one-half of 1 percent annual 
increment——— 

Am I not answering the question ? 

Chairman Curtis. We are not interested at this point in the merits 
or demerits of the annual increment. 

Mr. Atrmeyrer. That bears on whether the worker in the future 
gets his money’s worth, a direct answer. 

Chairman Curtis. Proceed, Mr. Counsel. 

Mr. Atrmeyer. I object to not having had an opportunity to answer 
the question. 

Mr. Dineerx. I think you are to blame for raising the issue your- 
self. Mr. Counsel. 

Chairman Curtis. The gentleman from Michigan will be still. 

The question was as to whether that statement was correct, and he 
said that it was. 

Mr. Enernarter. Not all of the recommendations to the committee 
were accepted, were they ? 

Chairman Curtis. The gentleman from Pennsylvania does not have 
the floor. 

Proceed, Mr. Counsel. 

Mr. Esernarrer. Does counsel have a priority in rights over Mem- 
bers of Congress ? 

Mr. Winn. In the study for the Joint Committee on the Economic 
Report by the National Planning Association, 82d Congress, 2d ses- 
sion, the so-called Ball report, entitled “Pensions in the United States,” 
published in December of 1952, we find at pages 34 and 35 the following 
statement: 

The attitude which people have toward the payment which they will receive 
and the conditions under which they will receive it is a matter of the first 
importance: a security system does not give security, even if physical needs 
are met, unless people know they can count on the payment and feel good about 
the conditions under which the payment is made. 

Do you subscribe to those statements ? 

Mr. Atrmeyer. I do, and I think you are doing more to destroy 
the confidence of the American people in this system than anybody 
else except the chairman of the committee. 

Mr. Dinceux. That is correct. 
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Chairman Curtis. That is not correct, and the witness may answer 
the questions. We gave you 2 hours to propound your extraneous 
matter. 

Mr. Winn. Mr. Altmeyer, I will now ask you the question which 
I asked earlier. It is true, is it not, that you were interested in the 
psychology of the people with relation to this title II system? 

Mr. Aurmeyer. Psychology relating to confidence in the system, and 
I say you and the chairman are destroying that confidence. 

Mr. Dinceut. That is his answer. 

Chairman Curtis. The Chair will state at that point that the gentle- 
man himself said this morning that there was no insurance contract. 
All we are trying to do here is to establish the fact as to whether or 
not there is. If there is a contract this chairman cannot destroy it, 
and if there is not one there will not be any by anything that you say 
or by calling it by any other terms. 

Proceed, Mr. Counsel. 

Mr. Winn. Mr. Altmeyer, I now want to refer to the Congressional 
Record in the Senate of the United States for 1952, at page 8129, and I 
want to refer to a colloquy that occurred there between the then Sen- 
ator Moody of Michigan and Senator George. Do you have the 
marked portion in front of you? 

Mr. Aurmeyer. Yes. 

Mr. Winn. Mr. Moody said: 


I desire to get the view of the distinguished chairman of the committee as to 
whether or not, as a question of justice, the committee would not be wise to 
consider the fact that the beneficiaries, after all, have bought and paid for the 
old-age insurance. 

Mr. Georce. That is true. The Senator is quite correct. It is not a gift, 
because the old-age and survivors fund is now in the neighborhood of $16 billion. 
It is a self-sustaining operation, and would even support somewhat greater 
benefits. I do not mean to say that the money is lying idle in the Treasury, 
because the Treasury has probably given a bond and has become obligated to 
the fund. 

Mr. Moopy. I merely wish to call attention to the fact that since the annuities 
have been earned and paid for, when the committee considers the subject again, 
it should consider the possibility of allowing people who have earned their 
annuities to collect them whether they are working or not. 


There is your answer right in the Congressional Record. 

I read that, Mr. Altmeyer, to indicate that, although the statute does 
not provide a premium for these benefits, some Members of the Senate 
apparently think that it does. 

I would now like to refer, if I may, to the hearings before the Ways 
and Means Committee, 76th Congress, Ist session, Social Security, rela- 
tive to the social-security amendments of 1939, volume 3, at page 2265 
That is a colloquy between Mr. Cooper of Tennessee and you, Mr. 
Altmeyer. 


Mr. Cooper. Mr. Chairman, the needs test is applied under title I of the present 
Social Security Act? 

Mr. ALTMEYER. Yes, sir. 

Mr. Cooper. Yet the needs test is not applied under title II of the present 
Social Security Act. 

Mr. ALTMEYER. No, sir. 

Mr. Cooper. In other words, under title II people are supposed to get something 
that they buy and pay for during the productive period of their life? 

Mr. ALTMEYER. Yes, sir. 

Mr. Cooper. And receiving that when they reach retirement age, or 65 years, 
as the law now provides. 
Mr. ALTMEYER. Yes, sir. 
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In addition to that, Mr. Altmeyer, we may point out—— 

Mr. ALTMEYER. Do you want me to answer a question? I am not 
quite clear. 

Chairman Curtis. You have not been asked a question. 

Mr. Winn. That at the hearing of this subcommittee on November 
20, 1953, at page 1047, Mr. Cooper, in addressing one of the gentlemen 
from the State who had a part in administering the old-age ‘assistance 
and the aid-to-dependent-children program, s said: 

Mr. Cooper. Without pursuing an argument on that point, benefits under title IT 
of the Social Security Act are something that people buy and pay for. 

Mr. Voer. In part. 

Mr. Cooper. They buy and pay for them. 

Mr. VoaeT. Only in part. 

Mr. Cooper. To what part? 

Later, on page 1054, on the same day, again discussing the same fact, 
Mr. Vogt said, referring to people in his State: 

They are receiving benefits under OASI benefits today. 

Mr. Cooper. If they paid for them they are receiving them. Otherwise they are 
not. 

Again, on November 23, at these hearings, beginning at page 1255, 
Mr. Cooper said: 

A person may buy a wide variety of different types of insurance policies from 
any of the insurance companies of the country? 

Mr. Ball, who was the Acting Director of the Bureau of Old Age and 
Survivors Insurance, testifying at that time, said: 

Yes, Mr. Cooper. 

Mr. Cooper. Now, then, as you have pointed out here, for the type of insur- 
ance that is provided under title II of the social-security program it was con- 
templated that the beneficiaries were buying retirement insurance? 

Mr. Batu. That is correct, Mr. Cooper. 

Mr. Cooper. The premiums or the amount of revenue collected to provide the 
funds for the payment of those retirement insurance benefits are figured on that 
basis? 

Mr. Batu. Yes, Mr. Cooper. 

Mr. Cooper. So that if a person wanted to buy an annuity payable when he 
reached 65, that was not the type of insurance that was contemplated under title 
II of the social-security program? 

Mr. Batt. Yes, sir. 

Mr. Coorer. In other words, that was not the type of policy that was bought 
and paid for under that program? 

Mr. BALL. That is correct, Mr. Cooper. 


So, apparently, Mr. Altmeyer, quite a few Members of Congress are 
of the opinion that premiums must, of necessity, be paid in order for 
the recipients to get benefits under title II? Isthat correct? 

Mr. Cis I would not presume to speak for Mr. Cooper, but, 
as one of the chief architects of the Social Security Act, Mr. Cooper 
knows everything there is to know about the Social Security Act, and, 
therefore, I would not criticize those statements that you have read 
as indicating a misunderstanding on the part of Congressman Cooper. 
lam sure there was none, and is none. 

Mr. Winn. Now, I would like to refer at this time to the more than 
500,000 persons who were considered by the Social Security Board as 
employees having covered wages but who were considered independent 
contractors by the Bureau of Internal Revenue. You recall that 
situation, Mr. Altmeyer? I think it has been referred to here today. 
Mr. ALTMEYER. Yes. 
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Mr. Winn. And the Treasury, at least, collected no taxes on account 
of those persons during the 4 years that that controversy was being 
sarried on; did it? 

Mr. ALttMeyeER. Yes. 

Mr. Winn. They did collect taxes? 

Mr. Attmeyrer. I thought you said they did not. 

Mr. Winn. They did not collect taxes? Is that correct? 

Mr. Aurmeyer. Yes. 

Mr. Winn. For those more than 500,000 people? 

Mr. Atrmeyer. But I do not know what proportion they did not 
collect from. 

Mr. Dincexx. It was more than 500,000, Mr. Altmeyer. 

Mr. Atrmeyer. That is a minimum figure. It might be 750,000 
or a million, somewhere in between a half million and a million. 

Mr. Winn. No taxes were paid by or on behalf of them except in a 
few isolated instances; is that correct? 

Mr. Aurmeyer. I would be willing to accept your statement on that 
if you have investigated it. 

Mr. Winn. Here I would like to read into the record a statement by 
Mr. DeWind who was at that time an attorney with the Treasury 
Department, in connection with the hearings of the Committee on 
Finance, United States Senate, 80th Congress 2d session, House Joint 
Resolution 296, social security status quo resolution, April 1948, page 


13. Mr. DeWind said: 


I believe that that is quite correct, Senator. I might also point out, of course, 
that so far as benefits are concerned, under these Supreme Court Cecisions, there 
is nothing that the Treasury Department or any other department can do to 
prevent the benefits accruing while the law remains as it is. All that is hap- 
pening is that the tax has not been collected to provide those benefits. 

That is a true statement; is it not ? 

Mr. Atrmeyer. I would accept Mr. DeWind’s statement of that, 
surely. 

Mr. Winn. Mr. Altmeyer, I intend to read several definitions of 
insurance, 

Forty-four Corpus Juris Secundum, section 471: “Insurance” broadly defined, is 
a contract by which one party for a consideration assumes particular risks of 
the other party and promises to pay him or his nominee a certain or ascer- 
tainable sum of money on a specified contingency. 

From a case which was decided in Missouri in 1928, Licks v. Fidelity 
& Casualty Company (253 S. W. 1029, 1033) : 

Insurance is a matter of contract, and is governed by the rules applicable to 
contracts. 

A Maryland case, decided in 1935, Meyer v. Building & Realty Serv- 
ice Co, (196 N. E. 254) : 

Insurance has been defined as a contract whereby one undertakes to indemnify 
another against loss, damage, or liability arising from an unknown or contingent 
event * * *, 

A Federal case which originated in Tennessee and was decided in 
1940, Commerce Title Guaranty Co. v. United States (32 F. Supp., 73, 
affirmed 121 F. 2d 452, cert. denied, 314 U.S. 657), and the quotation 
is this: 

The textbooks upon the subject and the adjudged cases define insurance to 
be a contract by which one party for an adequate consideration paid to him, 
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undertakes to indemnify or guarantee the other against loss by certain specified 
risks—an agreement wherein one becomes surety to another that the latter shall 
not suffer loss or damage upon the happening of certain contingencies, upon 
specified terms. 

Every one of these definitions, Mr. Altmeyer, I believe, refers to 
insurance as some kind of contract. 

Mr. Esernarrer. I would like to ask a question. You refer to 
cases involving private insurance companies. There is a difference. 
These decisions being read refer to private insurance. 

Chairman Curtis. The gentleman from Pennsylvania will not in- 
terrupt. 

Mr. Esrrnarrer. Of course not. 

Mr. Wiyn. Mr. Altmeyer, every one of these decisions refers to 
insurance as some sort of contract ; does it not 2 

Mr. Aurmeyer. I answer that this reference, apparently, from the 
definition, is to private insurance. You would have been better ad- 
vised to have examined some texts on social insurance. There is about 
100 years of experience throughout the world under social insurance 
systems of one kind or another. About 75 years—I will correct that. 

Mr. Winn. It is your position then that social insurance is not a 
matter of contract although private insurance may be? 

Mr. Aurmeyer. Yes. 

Mr. Drnce.u. He stated that this morning, hours ago. 

Mr. Winn. You are familiar, are you not, with the provisions of 
section 1104 of the Social Security Act, Mr. Altmeyer, which reads 
as follows: 

Reservation of power, section 1104: The right to alter, amend, or repeal any 
provision of this act is hereby reserved to the Congress. 

Mr. Atrmeyer. Yes, sir. 

Mr. Winn. You are familiar with that provision ? 

Mr. Atrmryer. Yes, sir. 

Mr. Winn. It has been in there since the act was first enacted; has 
it not? 

Mr. Atrmeyer. Yes, I think so. 

Mr. Winn. Is it true, Mr. Altmeyer that as long as section 1104 
remains in the act there can be no contractual recognition having to 
do with title II benefits between the Government and the workers 
receiving a covered wage ? 

Mr. Aurmeyer. I don’t know whether that is correct or not. 

Mr. Winn. I believe you also stated earlier that you did not know 
whether these various contractual relations between the Government 
and its citizens, as embodied in war-risk insurance, national service 
life insurance, or what not, were the subject of a contract ? 

Mr. Altmeyer, there being no contractual obligation between the 
Government and the worker, it follows, does it not, that the benefit 
payments under title II of the Social Security Act are merely statutory 
benefits which Congress may withdraw or alter at any time? 

Mr. Aurmeyer. I would strike out the word “merely.” I think 
statutory rights are about the strongest type of rights, especially when 
the Congress of the United States in its wisdom has enacted a system 
of statutory rights, affecting 90 million people. 

Mr. Winn. You think those are very strong? 

Mr. Aurmeyer. I certainly do. I think ‘they are not to be im- 
pugned by you or anybody else. 
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Mr. Wixn. Will you now turn to page 5 of the brief which was 
filed on behalf of the Government in the Supreme Court of the United 
States? You will find the heading under title II. This is the same 
brief, is it not, that was filed by the General Counsel of the Social Se- 
curity Board and Mr. Reed and Mr. Jackson, when they were in the 
Department of Justice, Mr. Altmeyer ? 

Mr. Atrmeyer. Yes. 

Mr. Winn (reading) : 


TITLE II 


Title II relates to old-age benefits. These are gratuities, not based on contract, 
but based on a congressional direction expressly subject to amendment or repeal 
(sec. 1104) to be paid by the National Government directly to its individual 
persons, 

Now, will you also turn to page 96. Do you see that marked portion ? 

Mr. Atrmeyer. Yes, sir. 

Mr. Winn (reading) : 

Moreover, the act creates no contractual obligation with respect to the pay- 
ment of ben: fits. This Court has pointed out the difference between insurance 
which creates vested rights, and pensions and other gratuities, involving no con- 
tractual obligations, in Lynch v. United States (292 U. 8S. 571, 576-577). 

Is that a correct statement, Mr. Altmeyer ? 

Mr. Atrmryer. Do you mean does that appear in the brief? 

Mr. Winn. Yes. 

Mr. ALTMEYE r. Yes, it does. 

Mr. Winn. Mr. Chairman, at this time I would like to offer in evi- 
dence as exhibit 122, a file of correspondence between the chairman 
of this subcommittee and Mr. T. Coleman Andrews, Commissioner of 
Internal Revenue, and also some correspondence from Mr. O. C. Pogge, 
Director of the Federal Security Agency, Social Security Administra- 
tion, Equitable Building, Baltimore, Md., and from the Commissioner 
of Internal Revenue. 

These letters are dated as follows: 

The letter from Mr. T. Coleman Andrews to Mr. Curtis, November 
20, 1953; another letter from Mr. T. Coleman Andrews to Mr. Curtis, 
dated August 26, 1953; a letter to the Commissioner of Internal Rev- 
enue from Mr. Pogge, dated January 10, 1951; a copy of a letter to 
the Collector of Intern: il Revenue, C ustomhouse, New York. NN; 3. 
upparently signed by the Commissioner of Internal Revenue, dated 
January 29, 1941; and a letter to Mr. Pogge from John B. Dunlap, 
Commissioner, dated September 4, 1951. 

Mr. Dinceii. On what subject ? 

Mr. Winn. I may point out that the Bureau of Internal Revenue 
has said that benefits payable under title Il, Social Security Act, are 
not subject to taxation of the recipients. ‘This points out that the 
Bureau of Internal Revenue considers such payments to be gratuities, 
and also goes into the question of the fact that the payments are being 
paid to promote the general welfare of the United States and it has 
us a result held them not to be taxable. 

Chairman Curtis. Mr. Counsel, that is not a ruling made by the 
present Commissioner, Mr. Andrews, but is a letter in which he dis- 
cusses the past rulings, and sends us the appropriate documents giving 
us the history of these rulings; is that correct ? 

Mr. Wiyn. That is correct. 
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Chairman Curtis. Without objection, so received. 
(The letters referred to, marked “Exhibit 122,” follow :) 


ExHInit 122 
JuLyY 30, 1953. 
Hon. T. CoLEMAN ANDREWS, 
Commissioner, Bureau of Internal Revenue, 
Washington 25, D. C. 

My Dear Mr. COMMISSIONER: As you know, the Ways and Means Subcommittee 
on Social Security has been directed to make a thorough study of the problem 
of income of the aged. Attention during this study will be focused chiefly on 
old-age and survivors insurance. In this connection, we are interested in the 
ruling of the Bureau of Internal Revenue (I. T. 3447, C. B. 1941-1, 191) stating 
that old-age and survivors insurance benefits should not be reported as gross 
income for determining individual income-tax liability. 

I would greatly appreciate it if the Bureau of Internal Revenue would supply 
the subcommittee with a copy of the ruling and also a memorandum presenting 
in detail the underlying reasoning supporting this decision. I presume that in 
the process of arriving at this decision memorandums may have been exchanged 
with the Social Security Board. Therefore, I would also appreciate it if you 
would send me copies of all memorandums and other correspondence exchanged 
between the Bureau of Internal Revenue and the Social Security Board prior, 
or subsequent to the issuance of the ruling and dealing with this particular 
decision. 

I want to take this opportunity to thank you for the splendid cooperation 
accorded the subcommittee by Mr. Harold T. Swartz, Director of the Technical 
Rulings Division Internal Revenue Service, and his associates, Messrs. Utter, 
Parrigin, and Goodman, in presenting their prepared statement in public hearings 
on Saturday, July 25. I regard the information developed at this hearing of 
substantial importance and we have subsequently received numerous requests 
for copies of the published hearings when they are in printed form. 

Sincerely yours, 
Cart T. Curtis, Chairman, 


TREASURY DEPARTMENT, 
OFFICE OF COMMISSIONER OF INTERNAL REVENUE, 
Washington 25, August 26, 1953. 
Hon. Car. T. Curtis, 
House of Representatives, Washington, D. C. 

My Dear Mr. Curtis: Thank you for your letter of July 30, 1953, in which you 
express your appreciation for the cooperation accorded your subcommittee by 
Mr. Harold T. Swartz and several of his associates in connection with the 
public hearings on July 25, 1953. 

In your letter you also request certain information about the ruling published 
as I. T. 3447, C. B. 1941-1, 191, which states that old-age and survivors insurance 
benefits are not subject to the Federal income tax in the hands of the recipients. 
You request a copy of the ruling and also a memorandum presenting in detail 
the underlying reasoning supporting this decision. You also state that you 
would appreciate having copies of all memorandums and other correspondence 
exchanged between the Bureau of Internal Revenue and the Social Security 
Board prior, or subsequent, to the issuance of the ruling dealing with this 
particular decision. 

I. T. 3447 was based on a letter dated January 29, 1941, from Commissioner 
Helvering to the collector of internal revenue in New York. A copy of this 
letter is attached. 

Apparently, there was no exchange of correspondence with the Federal Secur- 
ity Agency concerning the above ruling until 1951. On January 10, 1951, Mr. 
O. C. Pogge of the Federal Security Agency requested to be informed of the 
basis for the ruling published as I. T. 3447. Commissioner Dunlap replied on 
September 4, 1951. A copy of each of these above letters is attached. 

The underlying reasons for the ruling will now be stated in more detail, as 
requested in your letter. Upon a determination that the statute contained no 
specific prohibition against taxing the benefits and no specific mandate, as such, 
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to tax the benefits, the matter was examined from the standpoint of what might 
be inherent in the statute as a whole with respect to relieving the benefits from 
taxation. The problem dealt with in I. T. 3447 was given extended consideration 
prior to the issuance of that ruling. Some who considered the problem were of 
the opinion that the payments made under title II of the Social Security Act 
were taxable as annuities. However, the view that prevailed was that the 
payments do not constitute taxable income in the hands of the recipients. As 
indicated in the letter of September 4, 1951, from Commissioner Dunlap to Mr. 
Pogge the principal reason for the adoption of this position was that the 
Supreme Court in Helvering v. Davis (1937) (301 U. 8. 619, 640), characterized 
the payments made pursuant to certain sections of title II of the Social Security 
Act as payments made in aid of the general welfare. 

In presenting the Davis case to the Supreme Court the Government had urged 
that the provisions of title II and title VIII did not constitute compulsory insur- 
ance within the accepted meaning of the term ’insurance,”’ or a compulsory addi- 
tion to wages (301 U. S. 619, 624). In the light of this contention and the 
Supreme Court’s decision, it was suggested that it would be inconsistent and 
improper to take the view that the payments made under title II were taxable 
on the ground that they were in the nature of purchased annuities or additional 
compensation for services rendered. 

In arriving at the conclusion set forth in I. T. 3447 consideration was also given 
to the fact that in 19388 the Bureau had ruled that lump-sum payments made 
under certain sections of title II of the Social Security Act were not taxable in 
the hands of the recipients. In this connection see I. T. 3194, C. B. 1938-1, 114 
and I. T. 3229, C. B. 1938-2, 1386. The proponents of the position taken in I. T. 
3447 suggested that since the Congress was aware of the Bureau's published 
position, and since it appeared that no changes were made in the law by the 
Social Security Act amendments of 1939 that directly affected the Bureau's pub- 
lished position, it could reasonably be assumed that the Congress expected the 
Bureau’s position to remain unchanged. 

Another factor that was given some weight was that if the benefit payments 
were subjected to the income tax it would tend to defeat the underlying purposes 
of the Social Security Act. The congressional committee reports in connection 
with the social security amendments of 1939 indicate that the Social Security 
Act was intended to attack the problems of insecurity by providing safeguards 
designed to reduce future dependency. See Ways and Means Committee Report 
No. 728 on Social Security Amendments of 1939, page 3. Benefit payments were 
small and they would, of course, be further reduced if they were subjected to 
the income tax. 

It is hoped that the foregoing discussion will be helpful in connection with your 
present considerations. 

Very truly yours, 
T. COLEMAN ANDREWS, Commissioner. 





FEDERAL Security AGENCY, 
SocraL SEcuRITY ADMINISTRATION, 
BUREAU OF OLD-AGE AND SURVIVORS INSURANCE, 
Baltimore, Md., January 10, 1951. 
CoMMISSIONER OF INTERNAL REVENUE, 
Washington 25, D. C. 
(Attention: Charles Parrigin.) 

Dear Sir: A question has arisen as to the exclusion of benefits under title IT 
of the Social Security Act from gross income for Federal income-tax purposes. 
We have your ruling No. I. T. 3447 which excludes these benefits from gross 
income but we do not have any written information showing the background or 
rationale for the ruling. 

Inasmuch as this question comes up from time to time, we would appreciate any 
information you can give us as to the basis for the ruling or some of the reasoning 
behind it. 

Sincerely yours, 
O. C. Pogce, Director. 


88458—54—pt. 6——-7 
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JANUARY 29, 1941. 
COLLECTOR OF INTERNAL REVENUE, 
Customhouse, New York, N. Y. 
(Attention: RDW: 734.) 

Further reference is made to your letter of October 28, 1939, in which you 
inquired whether the ‘monthly pension payments” under title VIII of the So- 
cial Security Act (49 Stat. 620) will be subject to Federal income tax in the 
hands of the recipient. 

Your inquiry is construed to relate to the taxable status of monthly payments 
to be made under the provisions of section 202 of title II of the Social Security 
Act, as amended by the Social Security Act Amendments of 1939 (53 Stat. 1360), 
under which such payments are to begin in 1940 instead of 1942, as originally 
provided. 

Effective as of January 1, 1940, there is created under section 201 (a) of title 
II, as amended, on the books of the Treasury of the United States a trust fund 
to be known as the Federal old-age and survivors insurance trust fund, and all 
amounts credited thereto are made available for the payment of the insurance 
benefits specified under section 202 as amended. 

The old-age and survivors insurance benefit payments thus provided for 
include the primary insurance benefits as set forth or defined in section 202 (a) ; 
wife’s insurance benefits, defined in section 202 (b); child’s insurance benefits, 
defined in section 202 (c) ; widow’s insurance benetits, defined in section 202 (d),; 
widow’s current insurance benefits, defined in section 202 (e); parent’s insur- 
ance benefits, defined in section 202 (f); and the lump-sum death payments, as 
stated in section 202 (g). 

It is held that the sundry insurance benefit payments made to individuals 
under subsections (a), (b), (c), (d), (e), (f), and (g) of section 202 of title 
II of the Social Security Act, as amended by the Social Security Act Amend- 
ments of 1939, are not subject to Federal income tax in the hands of the 
recipients. 

——— ——-,, Commissioner. 


SEPTEMBER 4, 1951. 
Mr. O. C. PoacE, 
Care of Federal Security Agency, Baltimore 2, Md. 

Dear Mr. PoaGE: Reference is made to your letter of January 10, 1951, in which 
you refer to the ruling in I. T. 3447, C. B. 1941-1, 191, which holds that insurance 
benefit payments made to individuals under section 202 (a), (b), (ce), (d), (e), 
(f), and (g), title II of the Sociel Security Act, as amended, are not subject to 
Federal income tax in the hands of the recipients, and request to be informed 
of the basis for the ruling. 

With respect to payments received by individuals pursuant to the above-men- 
tioned section of the Social Security Act, the Supreme Court has held that such 
payments are made pursuant to the authority of Congress to appropriate money 
in aid of the general welfare (Helvering v. Davis, 301 U. S. 619, 640 (1937) ). 
In view of that characterization of the payments by the Supreme Court, which 
characterization was urged before the Court by the United States, this Bureau 
has taken the position that the payments do not constitute taxable income in the 
hands of the recipients. 

Very truly yours, 
JoHN B. Duniap, Commissioner. 


SEPTEMBER 17, 1953. 
Hon. T. CoLEMAN ANDREWS, 
Commissioner, Bureau of Internal Revenue, 
Washington, D. C. 

My Dear Mr. ANDREWS: Upon my return to Washington, September 14, I found 
your letter of August 26. I want to thank you very much for the helpful infor- 
mation contained therein. 

The reasoning underlying I. T. 3447, B. C. 1741-1, 191, as prepared in this letter 
for your signature, presents the conclusion of the Bureau that old-age and sur- 
vivors insurance benefits are not taxable income. That conclusion, of course, is 
contained in the ruling itself. I sought a statement of what the benefits are, 
rather than what they are net. 








ANALYSIS OF THE SOCIAL SECURITY SYSTEM 973 


I realize, of course, that when the Bureau issues a ruling the custom has been 
to make a simple statement for the public, without the supporting reasoning. 
However, in the present situation, it is my belief that the Ways and Means 
Committee should be informed as to what the Bureau has decided old-age and 
survivors insurance benefits are. 

I would greatly appreciate your assistance in making this information availa- 
ble to me. 

Sincerely yours, 
Cart T. Curtis, Chairman. 





UNITED STATES TREASURY DEPARTMENT, 
COMMISSIONER OF INTERNAL REVENUE, 
Washington 25, November 20, 1953. 
Hon. Cart T. Curtis, 
House of Representatives, 
Washington, D. C. 

My Dear Mr. Curtis: Your letter of September 17, 1953, requests further in- 
formation with respect to the reasoning underlying I. T. 3447, C. B. 1941-1, 191. 
This ruling was to the effect that old age and survivors insurance benefits are 
not subject to the Federal income tax. In a letter dated August 26, 1953, I set 
forth some of the reasoning that prompted the adoption of the position set forth 
in I. T. 3447. Your recent letter points out, however, that you would like a state- 
ment with respect to what the benefits are rather than what they are not. 

Please be assured that my letter of September 14, 1953, was an attempt to 
make a full and frank explanation of the problem. Most of the information 
that is available is contained in several files of the former Income Tax Unit 
and in four files in the Chief Counsel’s office. A number of the attorney’s who 
considered the question at that time in the Chief Counsel's office are no longer 
in the Service. However, I have had these files gone over again carefully and 
the following is a detailed description from those records of the considerations 
given to the question and the action taken. 

The question of taxability of social security benefits was first presented to us 
by the collector of internal revenue, New York, on December 3, 1937, in con- 
nection with a lump-sum payment made to an individual pursuant to section 
204, title II of the Social Security Act. A tentative answer was prepared in the 
then Income Tax Unit holding that the lump-sum payment in question is “in 
the nature of a gift or gratuity and is not subject to Federal income tax in the 
hands of the recipient.” This proposed reply was submitted by Mr. Kirk, then 
Deputy Commissioner of the Income Tax Unit, to the office of the Chief Counsel 
for review on February 2, 1938. 

One of the attorneys in the office of the Chief Counsel who reviewed the ques- 
tion stated in a memorandum dated February 24, 1988, that he is in accord 
with the ruling that the lump-sum payments in question are in the nature of gifts 
or gratuities. His opinion appears to have been based on the fact that the bene- 
fits under title Il and the taxes under title VII] were separate and distinct and 
that, since the benefits received by the recipients were without consideration, 
they constituted gratuities. However, the question was also considered by the 
then Chief Counsel’s committee composed of three attorneys. On April 21, 
1938, the acting chairman of the committee submitted a memorandum stating 
that one of its members had doubts as to whether the payments are to be properly 
classified as gifts or gratuities but that the other two members had agreed that 
they are. 

On May 2, 1938, Mr. J. P. Wenchel, the then Chief Counsel, addressed a memo- 
randum to Deputy Commissioner Kirk, suggesting that the collector in New 
York be advised that “It is the opinion of this office that the lump-sum payments 
made under title II of the Social Security Act are not subject to Federal income 
tax in the hands of the recipients.” 

This formal opinion contained no declaration that the benefits were gifts but 
merely held them not subject to Federal income taxes. The collector in New 
York was so advised in a letter dated May 7, 1938. This ruling on lump-sum 
payments was published in the Internal Revenue Bulletin as I. T. 3194. No 
ruling as to the taxable status of monthly payments was made at that time, 
since such payments were not to begin until 1942 under the Social Seeurity Act 
as then constituted. ; 
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While the above matter was under consideration in the chief counsel's office, 
that office received a letter dated January 18, 1938, from Thomas R. Winter, 
general counsel representative, Seattle, Wash., dealing with the same question. 
On May 2, 1938, the Chief Counsel advised Mr. Winter that it was the opinion 
of his office that lump-sum payments made under title II of the Social Security 
Act are not subject to Federal income tax in the hands of the recipients. The 
file in connection with this matter reflects the same differences of opinion that 
are referred to above. 

As you know, the Social Security Act was amended in 1939 (53 Stat. 1360) 
which, among other things, accelerated monthly payments from 1942 to 1940. As 
the result of the amendments, inquiries were received by the Internal Revenue 
Service as to the taxability of the monthly benefits. 

This question of taxability of monthly benefits was presented to the office of 
the Chief Counsel on December 12, 1939, as a result of an inquiry dated October 
28, 1939, from the collector of internal revenue in New York. On December 19, 
1939, one of the attorneys in the Chief Counsel’s office prepared a memorandum 
stating that, in his opinion, payments made pursuant to section 202 of title II 
of the Social Security Act, as amended by the Social Security Act amendments 
of 1939, are in the nature of annuities within the meaning of section 22 (b) (2 
of the Revenue Act of 1938 and the Internal Revenue Code, and are taxable to 
the extent therein provided. The file indicates that this conclusion was con- 
curred in by another attorney in the office of the chief counsel. However, 
the position was apparently questioned by some of the other attorneys in the 
Chief Counsel's office. One of the members of the Interpretative Division sub- 
mitted an opinion on April 26, 1940, that, while the answer to the question is 
not free from doubt, the benefits should be held exempt for the reasons that 
(1) the 1989 amendments did not materially change the old law under which 
lump-sum payments had been held exempt by the Internal Revenue Service; 
(2) no doubt Congress had full knowledge of the Service’s published position in 
I. T. 3194 and I. T. 3229 and it could reasonably be assumed that the Congress 
expected the Service’s position to remain unchanged, in the absence of specific 
legislation; and (8) the stated purpose of the act as found in the committee 
reports cannot be fully accomplished if benefits are subjected to tax. 

With this conflict of opinion, the Chief Counsel apparently submitted the 
question to still another attorney in his organization. In a 7-page memo- 
randum dated May 27, 1940, this attorney expressed his opinion that the monthly 
benefit payments are voluntary payments to the recipient by the Government, 
motivated by consideration of the general welfare, rather than in the nature 
of purchased annuities, additional wages, or any other characterization that 
might be given to them in an attempt to classify them as taxable income, and that 
such reasoning discloses the elements necessary to bring these payments within 
the scope of section 22 (b) (3) of the code, exempting from taxation “the value 
of property acquired by gift * * *.” 

While the file does not disclose what transpired after these memoranda were 
received and considered by the then Chief Counsel, he apparently adopted the 
views of the attorneys in whose opinion the benefits were not subject to income 
tax and, without expressing a formal opinion as to what he considered such 
payments were, he merely initialed a letter to the collector in New York, signed 
by the then Commissioner, Guy T. Helvering, stating that such payments “are 
not subject to Federal income tax in the hands of the recipients.” This letter 
was dated January 29, 1941, and was the basis for I. T. 3447. A copy of this 
letter was attached to my letter to you of August 26. 

From our examination of the record, it appears that no definite decision was 
made by the then Chief Counsel or the then Commissioner as to the exact nature 
of the payments in question, other than that they were not taxable income. 
Apparently it was decided that the benefits are exempt for either one or all 
of the following reasons: (1) the benefits are in the nature of gratuities and 
are, therefore, exempt under section 22 (b) (3) of the code; (2) the lump-sum 
benefits having been held exempt in prior rulings, Congress indicated its intent 
for the monthly benefits to be exempt since they were not specificaly made taxable 
in the 1989 amendments to the Social Security Act; and (3) the amounts were 
paid as public assistance for the general welfare and, accordingly, Congress did 
not intend that such benefits be reduced by subjecting them to taxation. 

You will, of course, appreciate that the precise question was whether the 
benefit payments are subject to the Federal income tax, and accordingly it was 
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not essential to determine affirmatively the nature of the payments, once it was 
concluded on an overall basis that the payments were not taxable. 

The nearest thing to an official characterization of the nature of the benefits 
is found in the letter of September 4, 1951, to Mr. Pogge of the Federal Security 
Agency, a copy of which was attached to my letter to you of August 26, viz, that 
under the Supreme Court opinion in Helvering v. Davis, such payments are made 
in aid of the general welfare, under article I, section 8, clause 1, of the Con- 
stitution, 

Our complete files on the matter are available for your inspection at any time 
or the inspection of anyone designated by you. 

Very truly yours, so, 
T. COLEMAN ANDREWS, Commissioner. 

Mr. Exernarter. Would you care to comment on that, Doctor? 

Mr. Atrmeyer. You see, you are getting into a legal question and 
I may not be thoroughly competent “to answer, but as I listen to the 
excerpt from their ‘brief, submitted to the Supreme Court, they 
undertook to define gratuity as something that was distinguished from 
contractual right. It did not mean gratuity in the sense that it came 
out of the blue with no relationship to a person’s past connection with 
a particular benefit system. It is a technical expression, and defined 
rather narrowly, as I listened to the excer pts from the brief submitted 
tothe Supreme Court. Ido not think there is disagreement. 

I thought the chairman pointed out that this is not a contractual 
right. It is a statutory right of the most sacred and, I believe, sure 
nature that one could conceive. 

Mr. Dinceixt. We are not splitting hairs on contractual or statutory, 
if you want to make an issue. 

Chairman Curtis. Proceed. 

Mr. Winn. I have also a memorandum dated January 23, 1953, 
which was prepared by the Chief Counsel of the Bureau of Employee’s 
Compensation, which is administered by the Department of Labor. 
The question whic th was presented to the Chief Counsel was the appli- 

cability of section 7 of the Federal Employees Compensation Act to 

persons having entitlement to compensation under that act and to 
benefits under the Social Security Act where the latter benefit also is 
based upon Federal employment. 

The Chief Counsel of the Bureau of Employees’ Compensation held 
that in view of the Supreme Court decision in Helvering v. Davis, and 

the ruling of the Bureau of Internal Revenue which has already been 
introduced, the social-security benefits were gratuities and could be 
received simultaneously with FECA benefits. 

I ask that this memorandum be aaron “Exhibit 123,” and that 
along with it as exhibit 124 a letter dated November 27, 1953, to the 
chairman of this subcommittee, and signed by James Mitchell, Secre- 
tary of Labor, pointing out that this point was adopted by the Director 
of the Bureau and cases adjudicated on the basis of it. 

I ask that they be marked “Exhibits 123 and 124,” and incorporated 
in the record. 

Chairman Curtis. Without objection, so ordered. 

(The documents referred to, marked “Exhiibts 123 and 124,” 


follow :) 
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EXHIBIT 123 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, November 27, 1953. 
Hon. Cari T. Curris, 
Chairn . Subcommittee on Social Security, 
Vew House Office Building, 
Washington 25, D. C. 

DEAR CONGRESSMAN CurtTIS: Pursuant to an oral request of Mr. Schlotterbeck 

of your staff, I wish to advise as to the position taken by the Bureau of Employ- 
es’ Compensation with reference to the applicability of section 7 of the Federal 
Employees’ Compensation Act to persons having entitlement both to compensa- 
tion under said act and to benefits under the Social Security Act where the latter 
benefit also is based upon Federal employment. 

In answer to a request dated November 20, 1952, from the Director, Bureau of 
Employees’ Compensation, for a legal opinion on the question the Assistant 
Solicitor on January 23, 1953, advised in substance that the receipt by the bene- 
ficiary under the Federal Employees’ Compensation Act of such social-security 
benefits does not forbid the payment of compensation benefits under the FECA 
where the employee is injured while employed by the United States. It was 
pointed out that the benefits received under the Social Security Act are financed 
by the employee and employer and in the case of private employees such social- 
security benefits clearly are not received “from the United States” in the sense 
intended by the language in section 7 of the act: where the employee works for 
the United States, his employer under the Social Security Act is the United 
States by mere circumstance. 

It was further stated in said opinion that social-security payments are not 
“salary, pay, or remuneration” within the meaning of section 7 of the act which 
prohibits the payment of any salary, pay, or remuneration while the injured 
employee is in receipt of workmen’s compensation under the Federal Employees’ 
Compensation Act: payments under the Social Security Act are made on account 
of old age and survival and as stated are in no way salary, pay or remuneration 
for services performed. Reference was made to the United States Supreme 
Court decision in Helvering v. Davis (301 U. 8. 619, 640) wherein it was held that 
such social-security payments are made to promote the public welfare and hence 
are not in return for services performed; the Bureau of Internal Revenue relying 
upon the Davis case ruled that the social-security payments are gratuities (see 
I. T. 3447, C. B. 1941-1, 191). 

It was further indicated in said opinion that the status of the insured under 
the Social Security Act is the same under the Federal Employees’ Compensation 
Act regardless of the fact that the United States as his employer contributed to 
the fund. 

The above opinion was approved by the Director of the Bureau on February 5, 
1953, and has been applied in the case of John BE. Pound AO 832881 who died on 
February 22, 1952, while serving as a first lieutenant in the United States Air 
Force Reserve in Korea. The deceased was survived by a widow and 2-year-old 
son. The Bureau's records indicate that the deceased was employed by the 
United States Naval Supply Center, Naval Base, Norfolk, Va., prior to his service 
in Korea and his widow and child apparently came within the coverage of the 
Social Security Act. The Bureau however in view of the above opinion disre- 
garded such entitlement and made an award of compensation benefits to the 
widow and child at the rate of $216.35 and $81.13 a month, respectively. 

Yours very truly, 
JAMES P. MITCHELL, 
Secretary of Labor. 


Ex HIBIT 124 
JANUARY 23, 1953. 

Subject: Applicability of section 7 of the FECA to person having entitlement 

both to compensation under the act and to benefits under the Social Security 

Act, where latter benefit is also based upon Federal employment. 

Reference is made to your memorandum of November 20, 1952, wherein you 
pointed out that under the provisions of the Social Security Act Amendments 
of 1950, Public Law 734, 8ist Congress, approved August 28, 1950, and the Social 
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Security Act Amendments of 1952, approved July 18, 1952, and the civil-service 
rules and regulations, any person given an indefinite appointment in the Federal 
Government on or after December 1, 1950, without status, is not eligible to par- 
ticipate in the civil-service retirement plan, but is covered under the Social 
Security Act. In the case of all such employees it is the responsibility of the 
employing establishment to withhold from the employee's pay a social-security 
tax equivalent to 144 percent of such pay and to contribute an additional 1% 
percent from its own funds. Such social-security tax is limited to the first $3,600 
of annual earnings and any earnings in excess of that sum are exempt. 

You requested an opinion as to whether the social-security benefits in such 
cases are of such character as to constitute payment by the United States of 
“any salary, pay, or remuneration whatsoever except in return for services 
actually performed” within the contemplation of section 7 of the Compensation 
Act. : 

I will extend my reply, however, to the question of the application of section 
7 (a) generally to the class of cases mentioned, 

The first provision of section 7 (a) is: 

“That as long as the employee is in receipt of compensation under this act, or, 
if he has been paid a lump sum in commutation of installment payments, until 
the expiration of the period during which such installment payments would 
have continued, he shall not receive from the United States any salary, pay, 
or remuneration whatsoever except in return for services actually performed, and 
except pensions for service in the Army or Navy of the United States.” 

As you know, the foregoing provision has been broadly interpreted as pro- 
hibiting, in substance, concurrent receipt of dual benetits from the United States, 
whether or not the other benefit is paid on account of the injury or death giving 
rise to the compensation claim. The section further provides: 

“That whenever any person is entitled to receive any benefits under this act 
by reason of his injury, or by reason of the death of an employee, as defined 
in section 40, and is also entitled to receive from the United States any payments 
or benefits (other than the proceeds of any insurance policy), by reason of such 
injury or death under any other act of Congress, because of service by him 
(or in the case of death, by the deceased) as an employee, as so defined, such 
person shall elect which benefits he shall receive.” 

The proviso has been interpreted as an absolute election of remedies provision 
applying more narrowly to situations where the employee is also entitled to 
receive benefits (1) under another act of Congress, (2) by reason of the same 
injury or death, and (3) because of service as an employee. 

With regard to the latter election of remedies provision, contained in the 
proviso, it is amply clear that even where the employer is the United States, 
an election between compensation and social-security benefits is not required, 
for social-security benefits are not paid “because of service” as an employee. 
The proviso undoubtedly applies only to benefits paid because of service as an 
employee of the United States (note that it is service by an employee ‘“‘as defined 
in section 40” that is involved) and it is self-evident that social-security benefits 
are paid without any regard whatsoever to the identity of the employer. Since 
the benefits would be paid to persons who were never employees of the United 
States, the benefits cannot be paid because of service as an employee of the 
United States where the United States, by mere circumstance, was the employer. 

With regard to the general provision prohibiting concurrent dual payments 
from the United States, you will recall that the position has previously been 
taken that social-security payments based upon payroll excise taxes imposed 
during non-Government employment are not prohibited dual payments for the 
reason, essentially, that the payments are in reality financed by the employer 
and employee, and the payments are consequently not received “from the United 
States” in the sense intended by the language of section 7. Since the United 
States is the contributing employer in the class of cases to which your subject 
memorandum refers, the foregoing rationale would not support the conclusion 
that social-security payments are not prohibited dual payments in this instance. 
It does not follow, however, from the fact that social-security payments are 
received “from the United States” in this class of cases, that such payments are 
prohibited by section 7, for the previous position taken with regard to social- 
security payments based upon private employment did not necessarily rest upon 
the only reason why such payments are not in conflict with compensation benefits. 
It remains to be ascertained whether social-security payments are “salary, 
pay, or remuneration whatsoever, except in return for services actually per- 
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formed” and except military pensions, that is, whether social-security payments 
are payments of the type prohibited concurrently with compensation. 

The Comptroller General, perhaps influenced by the seemingly emphatic and 
meaningful word “whatsoever” in the phrase, appears (upon cursory examina- 
tion of some opinions) to have construed the phrase as though it exhausted the 
field to the limit of its self-contained exceptions; that is, if the particular pay- 
ments were not “in return for services actually performed” or were not “pen- 
sions for service in the Army or Navy of the United States’—then they were 
“salary, pay, or remuneration whatsoever.’* Thus, the Comptroller General’s 
opinions deal frequently with whether a particular payment falls within one 
of the exceptions, and failing the latter, hold the payment to be prohibited. Care- 
ful study of the Comptroller General’s opinions discloses, however, that the fore- 
going interpretation can be arrived at only by reading the Comptroller General’s 
opinions superficially. In the case of a widow receiving a pension as a widow of 
a Civil War veteran, for example (18 Comp. Gen. 308) he stated (holding the 
payment not prohibited) “But it does not necessarily follow that injuries * * * 
may not, also, * * * entitle to payment under the Employees’ Compensation 
Act,” and the Comptroller General clearly and certainly held in the latter opinion 
that payments are not necessarily “salary, pay, or remuneration,” simply because 
they are not payment for service actually performed or pensions. 

Returning to the Comptroller Generai’s opinion referred to in footnote 1, 
supra, 18 Comptroller General 747, it appears upon careful scrunity that “salary, 
pay, or remuneration” has been much more narrowly construed than one would 
have otherwise supposed. The Comptroller General construed the phrase “in 
return for services actually performed” as referring to pay or remuneration con- 
currently with the service: 

“This phrase has reference to payments of compensation currently with the 
performance of service, and not payments based on past service, as retired pay, 
or for services possibly to be performed, as retainer pay” (18 Comp. Gen. at 
748). 

“Salary, pay, or remuneration” he construed as compensation for service, past, 
present, or future: this is obvious from the following language: 

“The Congress must have intended the prohibition in section 7, supra, to apply 
in some manner. If it were to be held that retainer pay or retired pay is for 
services actually performed, or that retired pay is in the nature of a military 
pension, so as to bring such payments within the exception to the prohibition 
stated in section 7 of the Employees’ Compensation Act, thereby authorizing dual 
payments of disability compensation and retainer or retired pay to the same 
person for the same period of time, there would appear to be no cases to which 
the prohibitory provisions of the statute could apply.” (18 Comp. Gen. at 
749). 

That this is a correct construction of the Comptroller General’s meaning is 
reinforced by the opinion at 18 Comptroller General 308 (the Civil War widow 
case) wherein it is stated at page 312 that since awards under the Federal Em- 
ployees’ Compensation Act are “not gratuities” (but analogous to awards or 
judgments under employer liability acts) where the other payment is a gratuity 
(not compensation for service past, present, or future) it is neither prohibited by 
section 7 nor by a provision in the other statute prohibiting dual gratuities. 

“T have to advise, therefore, that this office will not question payments under 
the Employees’ Compensation Act in this case or any similar case soleiy because 
the person to whom such payments are made is receiving or is entitled to receive 
a pension under any law providing pensions for veterans or their dependents— 
except where, as in the case of members of the Army or Navy Nurse Corps 
(female), such dual benefits may be specificially prohibited by [the other] 
statute” (18 Comp. Gen. at 312). 

I can see no objection to this interpretation by the Comptroller General, and 
I have expressed the opinion in previous memoranda that the words “salary, pay, 
or remuneration” have the same connotation, if not being synonymous in mean 





1“¥You will note that the rule in these cases was stated by the former Comptroller Gen- 
eral of the United States solely upon the basis of the wording of sec. 7 of the Employees’ 
Compensation Act, supra—the conclusion there reached being that as both retainer pay 
and retired pay are received from the United States, and are not received in return for 
services actually performed and are not pensions for service in the Army or Navy of the 
United States, the statute prohibited dual payment of disability compensation under the 
Employees’ Compensation Act and retainer or retired pay to the same person during the 
same period of time” (18 Comp. Gen. 747 at 749). 
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ing, and that all three words relate to compensatory return for services rendered.’ 
The prohibition against concurrent receipt of salary, pay, or remuneration is a 
prohibition against concurrent receipt of compensation for services—the ordinary 
and obvious meaning of “salary, pay, or remuneration.” If the remuneration is 
for services presently performed, it is excepted from the prohibition. 

It remains only to be ascertained whether payment of benefits under the Social 
Security Act are gratuities, or whether they are made on account of past service, 
and this may be quickly done: it is apparent that such payments are paid on 
account of old age or survival, and are in no way salary, pay, or remuneration for 
services performed. The Supreme Court of the United States, in considering the 
constitutionality of social security payments, held that such payments were made 
to promote the general welfare, (//elvering v. Davis, 301 U. S. 619, 640), and 
it would seem to follow from the Court’s opinion that the social securivy pay- 
ments or pensions are gratuities paid to promote the general welfare of society, 
and not in return for services performed; the Bureau of Internal Revenue, rely- 
ing upon Helvering v. Davis, ruled that social security benefits were gratuities 
and not taxable income.” Further, and even more compelling, the fact that 
social security benefits are paid regardless of whether the insured was an 
employee of the United States or a private employer clearly indicates that such 
benefits are not paid in return for services rendered the United States even 
where the United States has been the employer. 

I am accordingly of the opinion that social-security benefits are not dual 
payments prohibited by section 7 concurrently with compensation under the 
act, whether such benefits are paid on account of old age or survival. 

Approved: 

Wm. McCauLey. 

Mr. Winn. Mr. Altmeyer, a short while ago a reference was made 
to the case of Lynch v. The United States. Do you recall that case at 
all? 

Mr. Aurmeyer. No. 

Mr. Winn. That is a case, Mr. Chairman, which was decided on 
June 4, 1934, and which is reported in volume 292, United States 
Reports, at page 571. 

The Congress in 1933—and you may recall this, Mr. Altmeyer— 
passed what was known as the Economy Act, and one of the things 
which this Economy Act did was to repeal all statutes having to do 
with war risk insurance. Do you remember that provision ? 

Mr. Aurmeyrer. No, I do not. 

Mr. Winn. Of course, that was a repeal not of a statutory right, Mr. 
Altmeyer, but the repeal of a contractual right; was it not? 

Mr. Aurmeyer. I will take your word for it, which indicates per- 
haps that a statutory right is surer than a contractual right, if that is 
correct. 

Mr. Winn. I will read what the Supreme Court said about that 
matter, on page 576: 

War-risk insurance policies are contracts of the United States. As considera- 
tion for the Government’s obligation the insured paid prescribed monthly 
premiums (White v. U. S8., 270 U. S. 175-180). True, these contracts, unlike 
others, were not entered into by the United States for a business purpose. The 
policies granted insurance against death or total disability without medical 
examination at net premium rates based on the American experience table of 
mortality and 3% percent interest, the United States bearing both the whole 
expense of administration and the excess mortality and disability clauses result- 
ing from the hazards of war. In order to effect a benevolent purpose, heavy 
burdens were assumed by the Government, but the policies, although not entered 
into for gain, are legal obligations of the same dignity as other contracts of the 
United States and possess the same legal incidence. 





2 See for example my memorandum to Mr. McCauley dated January 29, 1945. 
2 See I. T. 3447, C. B. 1941-1, 191. 
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As a result the Supreme Court held unconstitutional or held viola- 
tive of the credit clause of the Constitution, the attempt on the part 
of the Congress to disavow the contracts which it had entered into 
with its citizens in the form of war-risk insurance contracts. 

Have you ever recommended to Congress, Mr. Altmeyer, that OASI 
benefits be based on a contractual relationship between the Govern- 
ment and the workers? 

Mr. Atrmeyer. No, sir; I do not think it is necessary to protect 
them. I have more confidence in the Congress than you have. 

Mr. Winn. Mr. Altmeyer, you and your associates have consistently 
referred to the payment of benefits under title II, as a matter of right. 
Do you not think that in view of section 1104 of the statute, such ref- 
erences could be misleading so far as the public is concerned ¢ 

Mr. Atrmeyer. No, I do not. 

Mr. Winn. You do not think that anybody would be misled by 
that at all? 

Mr. Aurmeyer. No. 

Mr. Winn. Perhaps you will let the subcommittee have your defini- 
tion of the word “right,” as used in this connection. 

Mr. Atrmeyer. Well, a right is a claim against another person or 
agency or government which is enforceable in the courts of the land, 
and we have had actions commenced in the district courts of the 
United States where plaintiffs allege that benefits are not being paid 
to them in accordance with the law. 

Again I beg your pardon. When I was Commissioner I was sued 
several times—more than several times—because an adjudicator had 
made a decision to which the plaintiffs took exception, and some of 
those suits were successful. I am glad to say that we administered 
the law so effectively and humanely, in accordance with the terms 
of the statute, that very few cases were decided against the decisions 
of the adjudicators. 

Mr. Winn. Mr. Altmeyer, something has been said about the 1939 
amendments which took away the 314 percent of income lump-sum 
payments. Do you remember that? 

Mr. Atrmeyer. Yes, sir. 

Mr. Winn. Prior to those amendments, in 1939, single people who 
died without dependents had a right to those lump- sum payments; 
did they not # 

Mr. Aurmeyer. Wasn’t that section 1104 in the original act, didn’t 
you say / 

Mr. Winn. Yes. 

Mr. Atrmryer. Then, according to your reasoning they did not 
have the right ? 

Mr. Winn. I am asking you did they have a right, according to 
your reasoning, Mr. Altmeyer? 

Mr. Aurmeynr. Certainly they did. 

Mr. Winn. What happened to it in 1939? 

Mr. Arrmeyer. It was amended to give them a better right. 

Mr. Win. I see; these rights can be swapped around as you think 
they should be? 

Mr. Avrmeyerr. I am confident that the Congress of the United 
States will continue to improve and increase the rights of the workers. 

Mr. Wryw. I am talking about the right of the single man, Mr. 
Altmeyer, to have his estate receive a lump-sum benefit. What was 
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given to him in place of that right which was withdrawn by Con- 
gress in 1939? 

Mr. Atrmeyer. This single man, you see, did not know that he was 
going to be single the rest of his life. You undertake to insure a 
person against these various contingencies, including getting married, 
so I think that you have to take into account the entire working life 
of that insured worker to see whether he is getting a more valuable 
right or not. 

“Mr. Drncext. Overall rights ¢ 

Mr. AurmMeyer. Yes, sir. 

Mr. Winn. Mr. Altmeyer, then we will assume that the contingency 
of marriage occurred but his wife died before he did, and before he 
reached 65, and still he left no dependents. 

What happe ned to his right to a lump-sum benefit under those 
circumstances ¢ 

Mr. Aurmerer. It was substituted by a more valuable right—that 
is, survivor’s benefits—in case the wife had not died. 

Mr. Winn. Now we will come to the 1950 benefits, which took out 
the increment, which you deplore. What happened then to the rights 
of those people to receive a benefit which had an increment provision 
in it ¢ 

Mr. Atrmeyer. The persons retiring in the earlier years got more 
valuable rights. The persons who will be retiring years hence got 
less valuable rights, and I do deplore that, and I would recommend 
that this committee consider restoring this annual increment of 1 
percent. 

Mr. Winn. You have not answered my question. You told me what 
happened after 1950. I say: What happened to the rights which 
existed prior to 1950? 

Mr. Eseruarrer. He answered that question. 

Chairman Curtis. The gentleman from Pennsylvania is out of 
order. 

Mr. Epsernartrer. I am not going to permit the witness to be 
harassed. 

Chairman Curtis. We are not harassing the witness. 

Mr. Winn. What happened to those rights, Mr. Altmeyer? 

Mr. Aurmeyer. Those rights, which of course, as you know, will 
accrue in years hence, are not as valuable as they would have been 
under the previous law, but it is going to be many years hence before 
anyone is going to be disé advant: iged by extinguishing this annual 
increment. 

What I am concerned about is this: Many years hence, when you 
get some cases where the contribution made by the individual is 
greater than the value of his benefits, that some people will say that 
the Government did not observe individual equity in those cases, to 
the extent it should, and I feel confident that Congress, long before 
that time is reached, will do something about it. 

Mr. Winn. But the rights were extinguished, were they not, Mr. 
Altmeyer, by the 1950 amendments ? 

Mr. Atrmeyer. Those rights in the future, no rights in the present. 

Mr. Winn. Now, Mr. Altmeyer, I have here a ‘letter 

Mr. Esernarrer. Let him finish. 

Chairman Curtis. Were you through? 
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The Wirness. No. 

Mr. Evernuarter. No; he was not through. 

Chairman Curtis. Will the gentleman from Pennsylvania keep 
still ? 

Were you through, Mr. Altmeyer ? 

Mr. Exernarrer. I think he will know. 

Chairman Curtis. Proceed, if we can get Mr. Eberharter—— 

Mr. Aurmeyer. I was going to say that the present rights of all 
workers, young and old, that were substituted, in my opinion, with 
perhaps some individual exceptions, are more valuable under the 1950 
amendments than the rights that existed prior thereto, in spite of the 
extinguishment of the annual increment of 1 percent. Now, I may 
be mistaken. You may be able to establish that I am not correct, 
but I think, in the large, that I am. 

Mr. Winn. Mr. Chairman, I have here a letter which was addressed 
to the Honorable Representative Ostertag, House Office Building, 
Washington, D. C., by Mr. C. V. Stinchecum, of Duncan, Okla., under 
date of January 10,1953. I ask that this letter be made a part of the 
record of these hearings, and marked “Exhibit 125.” 

Mr. Dincewy. At least tell us what it is. 

Chairman Curtis. Without objection, so ordered. 

( The letter referred to, marked “Exhibit 125,” follows :) 


EXxHIsItT 125 


Duncan, OKLA., January 10, 1958. 
Honorable Representative OSTERTAG, 
House Office Building, Washington, D. C. 

Dear Mr. OstertTAG: I was agreeably surprised to read in the daily papers a 
few days ago that there are at least two Congressmen who recognize the injustice 
which is being perpetrated upon a large number of self-employed persons, of 
whom I am one. 

My position is that Congress has violated the sanctity of a contract, to which 
I am a party, without my consent, and it is a well-established principle of law 
that no valid contract can be altered or ameuded without the consent of both 
contracting parties. 

When the social-security system was first inaugurated I was brought into it 
without any action on my part, nor any opportunity on my part to decline. 

Since the inception of the plan I have paid my premiums by payroll deductions 
until April 1947, when it became necessary for me to retire under a retirement 
plan operated by my employers. 

At that time my contract matured, and from that time until January 1951 I 
received the benefits to which I was entitled. I engaged in business promptly 
thereafter as a self-employed person and earned a satisfactory profit, as self- 
employed persons were not covered by the then existing statute. I continued to 
receive my social-security benefits until the new act. 

The new act extended the coverage to include self-employed persons, and my 
benefits were suspended until such time as I definitely retire or reach the age 
of 75, and to add insult to injury, I was then required to resume payments. 

This action by Congress was one that definitely changed the contract without 
my consent. If this were a pension based upon need and supported out of the 
Federal Treasury, it is possible that Congress would have been within its moral 
rights, but it has been repeatedly stated that the plan is entirely self-supporting, 
and this is evidenced by the fact that there is a surplus in the amount of some 
$15 billion, all of which has been borrowed and spent by the Government, and if 
and when it is ever repaid, it will have to be done through congressional appro- 
priations, and included in the tax bill of the public, and I will then be in the 
position of being taxed to raise the money necessary for the payment to me of 
any benefits which have been or may hereafter be paid to me. 

As stated above, I have been required since January 1951 to resume my pay- 
ments, and as I have sufficient credits to entitle me to the maximum payment of 
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some $80 or $85, I do not increase the payments which I may later secure by 
reason of these continued payments on a contract which matured in 1947. 

Should any insurance company who might be carrying an annuity policy in 
my favor decide, when the policy matured, that due to my earnings I did not 
need the annuity payments and then suspend or reduce same, they would promptly 
be faced by legal action. 

There are many people who actually retire and have large incomes from stocks, 
bonds, and other investments who receive the benefits simply because they have 
no earned income, while people in my position who wish to increase their assets, 
or who heed an earned income to enable them to live on a plane equal to that 
of the past, are penalized by having money due them, for which they have paid, 
withheld, and required to continue to make payments for which they receive no 
increased benefits whatever, and probably will not live long enough to receive 
any benefits whatever. 

There has been much fuzzy thinking in the building up of the social-security 
system, and I am glad to know that there are at least two who recognize the 
injustice done to self-employed persons. 

I can live without these benefits, but am angry and disgusted that my Govern- 
ment should take from me what is morally mine and for which I have paid 
considerable sums of money. 

Respectfully yours, 
©. V. STINCHECUM. 


HovuseE OF REPRESENTATIVES, 
COMMITTEE ON WAYS AND MEANS, 
SUBCOMMITTEE ON SociaL SECURITY, 
Washington, D. C., October 28, 19538. 
Mr. C, V. STINCHECUM, 
Duncan, Okla. 

Dear Mr. STINCHECUM: The Social Security Subcommittee of the House Ways 
and Means Committee is now engaged in making a thorough and objective fact- 
finding study of old-age and survivors insurance, old-age assistance, and aid to 
dependent children. In the very near future, public hearings will be held for 
the purpose of presenting these facts to the subcommittee. Thereafter, a factual 
report, based on the evidence presented in the hearings, together with a summary 
of findings, will be prepared by the staff and submitted to the committee. The 
purpose is to enable the full Ways and Means Committee to develop basic 
improvements in the present social-security program. 

We have received many letters from various persons offering suggestions for 
changes in social security. Some of these have been selected for introduction 
into the hearings for the sole purpose of illustrating specific aspects of the present 
program. Your recent letter is one of those so selected. I am enclosing a photo- 
static copy on which is indicated the part which will be introduced into the 
record. In order to give greater validity to this illustration, I would appreciate 
it if we could use your name as the writer. Please inform us immediately if 
you would prefer that your name and address not be used in this connection. 

Sincerely yours, 
CarL T, Curtis, Chairman. 

[Written note] Noy. 9, 1953: You have my permission to use my name and 


my letter as evidence in the hearing. I hope I am not too late, but I have beem 
hospitalized for surgery, and could not reply until now. 


B C. V. STINCHECUM. 

Mr. Winn. I intend to read a part of the letter, if I may, Mr. 
Chairman. 

I may say at the outset, Mr. Altmeyer, that this gentleman appar- 
ently retired prior to the 1950 amendment and, when he retired, he was 
rranted benefit payments under title Il. He thereupon engaged in 
rosea as a self-employed person. 

I will now read this portion of the letter: 

My position is that Congress has violated the sanctity of a contract, to which 
Iam a party, without.my consent, and it is a well-established principle of law that 


no valid contract can be altered or amended without the consent of both 
contracting parties. 
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When the social-security system was first inaugurated, I was brought into it, 
without any action on my part, nor any opportunity on my part to decline. 

Since the inception of the plan, I have paid my premiums, by payroll deductions, 
until April 1947, when it became necessary for me to retire, under a retirement 
plan operated by my employers. 

At that time, my contract matured, and from that time until January 1951 I 
received the benefits to which I was entitled. I engaged in business, promptly 
thereafter, as a self-employed person and earned a satisfactory profit, as self- 
employed persons were not covered by the then existing statute. 

I continued to receive my social-security benefits until the new act. 

The new act extended the coverage to include self-employed persons, and 
my benefits were suspended until such time as I definitely retire, or reach the 
age of 75, and to add insult to injury, I was then required to resume payments, 

What happened to Mr. Stinchecum’s right to receive benefit pay- 
ments, on January 1, 1951? 

Mr. Atrmeyrer. He got a more valuable right, so far as protection 
is concerned, because he probably started developing higher benefit 
rights. 

Mr. Wriyw. You still have not answered my question as to what 
happened to his right on January 1, 1951? 

Mr. Atrmeyrer. There was substituted, in my judgment, a better 
right. 

Mr. Winn. He got no more payments. 

Mr. Atrmeyer. But he is building up more benefit rights. 

Mr. Winn. He had been receiving benefits from 1947. He stopped 
receiving benefits. 

Mr. Atrmeyer. Well, I am telling you that I think that protection 
against the loss of income is the end objective of social insurance, and 
I would like to see more adequate benefits payable to persons who 
suffer a loss of income than to persons who through happenstance, 
can continue working in uncovered employment and draw a benefit 
which has no relationship to the fact of loss of income. 

Mr. Winn. The fact remains, though, that Congress by amending 
the law in 1950, took away his immediate right to benefits; did it 
not ¢ 

Mr. Aurmryer. Sir, all I can say is: Why don’t you canvas the 
514 million beneficiaries to see whether they approve or disapprove 
of the 1950 amendments? 

Mr. Winn. I would like an answer to my question. 

Mr. Avrmeryer. I am saying you have to look at social insurance 
as to whether it provides greater or less protection than it did before. 

In my judgment the 1950 amendments provided greater protection 
to millions of insured workers. I am sure you will flyspeck the 
picture until the picture itself becomes obscured, but I suggest that 
you use a little gasoline or some cleaning fluid and restore the bril- 
liance of the colors in the original picture. 

Mr. Wrwn. Are you finished ? 

Mr. Aurmeyrer. Yes, sir. 

Mr. Winn. Mr. Chairman, I now ask that this letter from Mr. 
Samuel S. Toback, real estate and mortgage loans broker, 72-20 Roose- 
velt Avenue, Jackson Heights, N. Y., addressed to Hon. Harold C. 
Ostertag, under date of F ‘ebruary 3, "1953, be received as a part of 
the record and marked “Exhibit 126.” 

Chairman Curtis. Without objection, so ordered. 


eo 
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(The letter referred to, marked “Exhibit 126,” follows:) 
ExHIsIT 126 


Jackson Heieuts, N. Y., February 3, 1958. 
Hon. Haroip C. OSTERTAG, 
House of Representatives, 
Washington, D. C. 


My Dear ConcressMAN: Under date of January 27, you wrote to Mr. John 
J. Reardon of Jackson Heights Post 298, American Legion, and sent him en- 
closed with your letter, a copy of the bill H. R. 1406. 

I operate from the same office as Mr. Reardon and I am writing this letter 
because I think from the way the bill reads, as I interpret it, I am personally 
seriously affected by the law passed a year ago, 

Up to that time, I had been paying into social security for about 10 years and 
under the old law, no matter what my earnings were, I was entitled to collect 
monthly payments and so was my wife who was also over 65. 

Early in 1952 when I was advised of the change in the law and had already 
received a couple of months payments, I found it necessary, and was so advised 
by the administrator in my area since I live at 309 West 103d Street, Man- 
hattan, that I return the payments which were made to me and that all checks 
thereafter would stop, if I thought I could earn an average of $75 a month in 
the year 1952. 

I thought then, and I think now, although I have returned the payments in 
1952 which had been made to me, that this was an unfair law to pass after 
I had turned 65 merely because a real-estate broker was to be included in social 
security so that not only did payments stop in January 1952, but I now find 
myself with a notice from the social security office that I am to make a report 
on my earnings for 1952 and will be advised, based on these earnings, what con- 
tribution I should make to the social-security fund. I think this is not only un- 
reasonable, so far as I am concerned or anyone else over 65, prior to the passage 
of the new act and have asked a nephew of mine, who is an attorney, to check 
into the question whether such a law can be construed as retroactive and in 
violation of my rights 

However, I want to congratulate you in having pointed out in your bill, as 
you state in your letter, “The ceiling imposed on 65-to-75-year-old beneficiaries 
is so patently unfair in my judgment as to require action as soon as possible.” 

I shall be very grateful if you would kindly keep me posted and advise me 
if there is anything else 1 can do to bring about a change to clear the atmosphere. 

Sincerely yours, 
SAMUEL S. ToBAcK. 





JACKSON HetGuTs, N. Y., October 30, 1958. 
Mr. Caru T. Curtis, 
Chairman, Committee on Social Security, 
Washington, D. C. 

Dear Sir: This will acknowledge receipt of your letter of October 28. 

By all means you have my full permission to use my letter of February 3, 
1953, in your efforts to revise or revamp the social-security plan. 

I would like to add that I think the recent law was retroactive and I still 
feel that it is very unfair to those who had for 10 years, like myself, prior to the 
new law, been operating under the old arrangement. 

Sincerely yours, 
SAMUEL S. Topack. 


Mr. Winn. This is a similar letter, Mr. Altmeyer. 
Among other things, Mr. Toback says: 


Up to that time I had been paying into social security for about 10 years, and 
under the old law, no matter what my earnings were, I was entitled to collect 
monthly payments, and so was my wife, who was also over 65. 

Early in 1952, when I was advised of the change in the law and had already 
received a couple of months’ payments, I found it necessary—and was so advised 
by the administrator in my area, since I live at 309 West 103d Street, Manhattan, 
that I return the payments which were made to me and that all checks thereafter 
would stop, if I thought I could earn an average of $75 a month in the year 
1952. 
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I thought then, and I think now, although I have returned the payments in 
1952 which had been made to me, that this was an unfair law to pass after I 
had turned 65, merely because a real-estate broker was to be included in social 
security so that not only did payments stop in January 1952, but I now find 
myself with a notice from the Social Security Office that I am to make a report 
on my earnings for 1952 and will be advised, based on these earnings, what 
contribution I should make to the social-security fund. I think this is not only 
unreasonable, so far as I am concerned, or anyone else over 65, prior to the 
passage of the new act, and have asked a nephew of mine, who is an attorney, 
to check into the question whether such a law can be construed as retroactive and 
in violation of my rights. 


It is true, is it not, Mr. Altmeyer, that he will find out from the 
attorney that he has no rights since the passage of the amendment, to 
immediate benefit, as long as he is employed at more than $75 a month? 

Mr. Atrmeyer. Is he self-employed ¢ 

Mr. Winn. Self-employed—$900 a year. 

Mr. Atrmeyer. That is right. He could earn $899 in 1 month and 
still draw his benefits. 

Mr. Winn. It would not do any good for him to have a day in court 
under the law as it now stands, as long as he is self-employed as he is? 

Mr. Atrmryer. You mean if he earned more than $900 in the year, 
in self-employment ! 

Mr. Winn. Yes. 

Mr. Aurmeyer. That is right. 

Mr. Winn. Mr. Chairman, I have a letter also addressed to Mr. 
Ostertag from Thomas J. Mulholland, of 4302 Chestnut Street, Phila- 
delphia, Pa., under date of January 9, 1953, which I ask to be marked 
as “Exhibit 127” and made a part of the record of these hearings. 

Chairman Curtis. Without objection, so ordered. 

(The letter referred to, marked “Exhibit 127,” follows :) 


ExHIBIT 127 


PHILADELPHIA, Pa., January 9, 1953. 
Representative OsterTaG of New York, 
House of Representatives, 
Washington, D. C. 

Dear CONGRESSMAN: I read an article in the Philadelphia Evening Bulletin 
under date of January 8, 1953, regarding the social security. 

I congratulate you for your courage in taking this matter up for the good of 
the people. 

I am 70 years of age and was collecting social security for 3 years when the 
Government discontinued it because I earn more than $50 and later $75 per 
month. 

My complaint is—why was the Government permitted to make this change 
retroactive. When I joined this plan in the beginning we were promised we 
would collect at the age of 65 with no ifs, ands, or buts. Then a couple of years 
ago when they changed the law I feel that they should not have been permitted 
to make the change applying to those who had been paying for it for a number 
of years before. How do you feel about it? 

Thanks very much for your interest. 

Cordially yours, 
Tomas J. MULHOLLAND, 


NoveMBER 13, 1953. 

Mr. THomMAs J. MULHOLLAND, 

Philadelphia, Pa. 

Dear Mr. MuLHOLLAND: The Social Security Subcommittee of the House Ways 
and Means Committee is now engaged in making a thorough and objective fact- 
finding study of the old-age and survivors’ insurance, old-age assistance, and aid 
to dependent children. In the very near future, public hearings will be held for 
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the purpose of presenting these facts to the subcommittee. Thereafter, a factual 
report, based on the evidence presented in the hearings, together with a sum- 
mary of findings, will be prepared by the staff and submitted to the committee. 
The purpose is to enable the full Ways and Means Committee to develop basic 
improvements in the present social-security program. 

We have received many letters from various persons offering suggestions for 
changes in social security. Some of these have been selected for introduction 
into the hearings for the sole purpose of illustrating specific aspects of the 
present program. Your recent letter is one of those so selected. Iam enclosing 
a photostatic copy which we would like to introduce into the record. In order 
to give greater validity to this illustration, I would appreciate it if we could use 
your name as the writer. Please inform us immediately if you would prefer that 
your name and address not be used in this connection. 

Sincerely yours, 
Cart T. Curtis, Chairman, 


NOVEMBER 12, 1953. 
Hon. Huen Scort, 
Philadelphia, Pa. 


DeaR Hucu: I want to thank you and your staff for your kind and prompt 
assistance in connection with Mr. Thomas J. Mulholland. 

I was very hesitant to call upon some of these old people to come to Washing- 
ton in connection with our hearings because of their age and other difficulties. 
That is why I asked for your assistance and I want you to know that I deeply 
appreciate the help you have given me. 

Thanking you and with personal greetings, I am 

Sincerely yours, 
Cart T. Curtis. 


Mr. Jefford returned Mr. Curtis’ call November 6. 

He advised that he had called at the apartment of Mr. Mulholland. He said 
it was a pretty nice apartment building and he apparently lives with a sister. 
Mr. Mulholland was not at home and he talked with the sister. She advised he 
was employed by the Lumberman’s Mutual Casualty Co., was a retired insur- 
ance agent, 71 years old. His sister felt he probably could come to Washington 
and showed Mr. Jefford a picture of her brother. His opinion was that Mr. 
Mulholland is in good health and would be able to handle himself quite well 
before the committee. 

Mr. Jefford contacted Mr. Mulholland by phone later in the evening and talked 
with him about this. He was impressed that he would be able to handle himself 
and give the committee the necessary information. He stated he was willing to 
come to Washington. Mr. Jefford had told him he thought he would have to come 
on Monday, however, I advised he would not have to come that soon and Mr. 
Jefford said he would call Mr. Mulholland and advise him he would not have 
to come Monday and that Mr. Curtis would be getting in touch with him concern- 
ing arrangements. Mr. Jefford is of the opinion that he is financially able to pay 
for his trip and could be reimbursed at a later time. 





NOVEMBER 15, 1953. 
Hon. Cart T. Curtis, 
Committee on Ways and Means, 
Subcommittee on Social Security, 
Washington, D. C. 

Honoraste Dear Str: Your letter of November 13, 1953, received. 

I can assure you it will honor me no little to have my letter addressed to 
Representative Ostertag of New York under date of January 9, 1953, used in 
any way your committee feels disposed to use it. 

It will likewise honor me in using my name and address in connection with 
the use of that letter. 

I sincerely trust that your efforts in this matter will be highly successful to 
all people concerned throughout our dear country. 


38458—54—pt. 6——_8 
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Thank you very much for your kind consideration and courtesy shown my 
efforts. 
Cordially yours, 
THOMAS J. MULHOLLAND, 
4302 Chestnut Street, Philadelphia, Pa. 


Mr. Dincexu. Let me ask one question. Does the counsel have a 
number of similar letters bearing on that same thing? 

Chairman Curtis. Some are different. 

Mr. Dincewu. I thought that if they are related we might have them 
go in all together rather than reading each one. 

Mr. WINN (reading) : 


I am 70 years of age and was collecting social security for 3 years, when the 
Government discontinued it because I earned more than $50 and later $75 
per month. 

My complaint is, why was the Government permitted to make this change ret- 
roactive? When I joined this plan in the beginning we were promised we 
would collect at the age of 65 with no ifs, ands, or buts. Then a couple of years 
ago when they changed the law I feel that they should not have been permitted to 
make the change applying to those who had been paying for it for a number of 
years before. How do you feel about it? 


Mr. Dineeiit. Mr. Chairman, I asked a question. If you have a 
score of them, why not put them all in the record, if they are the 
same kind ? 

Chairman Curtis. We have a reason for bringing them out here. 

Mr. Dincety. Very well. 

Mr. Winn. Mr. Chairman, I have here a letter also addressed to 
Mr. Ostertag from James H. Edwards, of 3219 37th Avenue South, 
Seattle 44, Wash. 

The letter is not dated, although the letter which he subsequently 
wrote you authorizing the use of his name was dated November 3, 


1953. 


I ask that the letter from Mr. Edwards be received as a part of the 
record in this case and be marked “Exhibit 128.” 

Chairman Curtis. Without objection, so ordered. 

(The letter referred to, marked “Exhiibt 128,” follows:) 


EXHIBIT 128 


SEATTLE, WASH. 
tepresentative HAROLD C. OSTERTAG, 


Washington, D. C. 


Dear Sir: After reading an article in the Reader’s Digest and seeing your name 
given as author of a bill dealing with social security, I thought that you might 
like to know my particular case under the present social-security law. 

I am 68 years old. I ama machinist by trade and have made my contribution, 
or in other words, I have paid my taxes under the law since it was first enacted. 
I have not missed even one quarter. In 1950 I became eligible for my pension. 
This fitted in with my physical condition perfectly, for I had undergone 2 
coronary heart attacks, and my doctor advised me to work only about 4 hours 
per day. I therefore gave up my job, and upon the advice of the social-security 
adviser started in a small business of my own, which consisted chiefly of serv- 
ices which I rendered. For a few months I received my pension, this supple- 
mented my earnings and allowed me to live normally. Then the law was changed 
and I was no longer entitled to a pension, but was burdened with another tax 
in addition to my regular income tax. This compelled me to work longer hours 
in order to live, for you must understand that I have a home and a wife to sup- 
port. My wife, although several years younger than I, is not able to work away 
from home. 

I understand that if I had property, or bonds, or income from bank deposits, I 
would be able to secure my pension, but because I have only two hands to de- 
pend on I am penalized and discriminated against. 


_ eet Peat ROADIE ANE en 
tee Atenolol e. 


me 
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I have worked continuously for 52 years, raised a family of 2. My daughter 
is a graduate of the University of Washington, my son of the high school; both 
are married. I was promised by the President of the United States that when 
I had completed my part of the social-security law I was then entitled to my 
pension, and laboring under the impression that I was secure in my pension, lL 
failed to make any other provision for my old age. I thought (foolishly, I sup- 
pose) that even the Congress of the United States could not annul a contract 
already complete and fulfilled in ever detail. I thought (foolishly, I suppose) the 
Constitution of the United States would not recognize a new law that was retro- 
active and that would hurt a good citizen and deprive him of what he was 
lawfully entitled to, for 1 had completed my part of the social-security-law re- 
quirements before the new law was enacted. 

I have stated my case to you thinking that in the months to come when the 
social-security law is to be reconsidered and amended that it might throw a little 
light on the inequities of the law and help to make the nw law a blessing to all 
good citizens when they reach the age of partial retirement. 

Yours sincerely, 
JAMES H. Epwarps. 

P. S. If you will give me the name of those on the committee appointed to 
study social security I will send them a copy of this letter. 


SEATTLE, WasH., November 3, 1953. 
CarL T. CurTIS, 
Chairman, Subcommittee on Social Security. 

Dear Str: Answering your letter of the 28th of October, you are at liberty to 
use my name in connection with your report to the full Ways and Means Com- 
mittee. 

Yours sincerely, 
JAMES H. EpWArps. 


Mr. Winn. Mr. Edwards says: 


I was promised by the President of the United States that when I had com- 
pleted my part of the social-security law I was then entitled to my pension, and 
laboring under the impression that I was secure in my pension, I failed to make 
any other provision for my old age. I thought (foolishly, I suppose) that even the 
Congress of the United States could not annul a contract already complete and 
fulfilled in every detail. I thought (foolishly, I suppose) the Constitution of 
the United States would not recognize a new law that was retroactive and that 
would hurt a good citizen and deprive him of what he was lawfully entitled to, 
for I had completed my part of the social-security-law requirements, before the 
new law was enacted. 


I have here another letter, from Mr. William L. McCalley, Jr., of 
Atlanta, Ga., dated April 3, 1953, also addressed to Hon. Harold C. 
Ostertag, which I ask be made part of the record in these hearings, and 
be marked “Exhibit 129,” Mr. Curtis. 

Chairman Curtis. Without objection, so ordered. 

(The letter referred to, marked “Exhibit 129,” follows :) 


ExHIsitT 129 


ATLANTA, GA., April 3, 1953. 
Hon. Harorp C. OSTERTAG, 
Congressman From New York, 
Washington, D. C. 


Dear Sir: In April 1950, after 35 years with 1 corporation, through compulsion 
L was retired at less than $100 per month annuity, employees’ insurance, for 
which I paid my fixed share of premium, which they said would supplement my 
social security, the amounts having been established before the increased cost 
of living came about. 

The Social Security Agency issued to me a certificate of insurance, a copy of 
which is hereto attached. I did not violate any of the conditions and it appeared 
to be permanent. Congress then amended the law, which nullified my certificate, 
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taxed my annuity, discontinued my social-security payments, and brought a 
demand from the Social Security Bureau to reimburse them for $822 over- 
payment on account of change in law, of which I had no knowledge and never 
suspected it would change my insurance certificate, which was in full force and 
effect. They then required me to resume payment of social-security tax, all 
because I, by hard work, earned more than $75 per month, for support of my 
wife and self. I paid the maximum tax from effective date of bill, 1937, until 
retired. 

I understand several bills have been introduced amending the present act. 

In fairness, it should be retroactive, to relieve us of the reimbursement of 
so-called overpayment—pay from time of discontinuance of payments—and re- 
move any ceiling as to earnings after 65 years. 

One wonders if Congress realizes that “Nero fiddled while Rome burned.” 

We are too old to work and too young to die. Can’t you do the necessary to 
correct this injustice, without further procrastination? 

Your efforts will be duly appreciated. 

Yours truly, 
Wirri1am L. McCattey, Jr. 


NOVEMBER 13, 1953. 
Mr. Witri1am L. McCALLEY, Jr., 
Atlanta, Ga. 

Dear Mr. McCattey: The Social Security Subcommittee of the House Ways 
and Means Committee is now engaged in making a thorough and objective fact- 
finding study of old-age and survivors insurance, old-age assistance, and aid to 
dependent children. In the very near future, public hearings will be held for the 
purpose of presenting these facts to the subcommittee. Thereafter, a factual 
report, based on the evidence presented in the hearings, together with a summary 
of findings, will be prepared by the staff and submitted to the committee. The 
purpose is to enable the full Ways and Means Committee to develop basic improve- 
ments in the present social-security program. 

We have received many letters from various persons offering suggestions for 
changes in social security. Some of these have been selected for introduction 
into the hearings for the sole purpose of illustrating specific aspects of the 
present program. Your recent letter is one of those so selected. I am enclosing 
a photostatic copy which we would like to introduce into the record. In order to 
give greater validity to this illustration, I would appreciate it if we could use your 
name as the writer. Please inform us immediately if you would prefer that your 
name and address not be used in this connection. 

Sincerely yours, 
CarRL T. Curtis, Chairman, 





FEDERAL SECURITY AGENCY, SOcIAL SEcURITY ADMINISTRATION 
BUREAU OF OLD-AGE AND SURVIVORS INSURANCE 
Area office: New York, N. Y.; field office: Atlanta 3, Ga. 
CERTIFICATE OF SOCIAL INSURANCE AWARD 


Date: May 26, 1950. 
Claim number: 064—-01-—7196 A. 
This is to certify that William L. McCalley, Jr., R. D., Ben Hill, Ga., became 
entitled to primary insurance benefits under title II of the Social Security Act 
payable monthly. 


Amount of regular monthly benefit will be $45.60. 

First month of entitlement to benefits is April 1950. 

The first check includes benefits for May. 

No payment is being made for April because you worked for wages of more than 
$14.99 a month during that period. 

The tirst payment is in the amount of $45.60. 


Payments will be mailed to you by the Treasury Department. 
O. C. Poser, Director. 
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CONDITIONS UNDER WHICH THESE BENEFITS ARE NOT PAYABLE 


This insurance benefit is not payable for any month in which you work for 
wages of more than $14.99 in employment that is covered by the Social Security 
Act. This does not mean that because you are entitled to monthly benefits you 
may not work, but simply that for those months when you do work and earn 
more than $14.99 you will not be eligible to receive a benefit payment 

Notice of the occurrence of such employment must be sent to the Social Security 
Administration promptly, or certain penalties as provided by the Social Security 
Act may be imposed. A postal card which may be used to notify the Social 
Security Administration was given to you when you filed your claim. 

If you receive an insurance benefit check for a month in which you have worked 
for wages of more than $14.99 in employment that is covered by the Social 
Security Act, you should return the check to the Treasury Department, Division 
of Disbursement, located in the city shown on the face of your check. 


CHANGE OF ADDRESS 


Notify the Social Security Administration and your local post office immediately 
of any change of address so that your monthly insurance benefit checks will not 
be delayed. A postal card which may be used to notify the Social Security 
Administration was given to you when you filed your claim. 


RECONSIDERATION OR HEARING 
A claimant for old-age and survivors insurance benefits has a right to a recon- 
sideration or hearing if he does not agree with the decision on his claim. A 
request for a reconsideration or hearing should be made promptly, not later 


than 6 months from the date of this certificate, and should be made through 
the local field office of the Social Security Administration. 
RECALCULATION OF BENEFITS 

The amount of your monthly benefit was based on your average monthly wage 
before you filed your application. If you return to work in the near future at 
a higher average rate of pay than you received before and work long enough to 
increase your average monthly wage (generally 6 months or more) you should 
get in touch with the Social Security Administration field office shown on the face 
of this certificate. You will be advised whether you may be entitled to an 
increase in your monthly benefit rate. 

Note.—It is necessary to report employment that is covered by the Social Secu- 
rity Act for any month in which you work for wages of more than $14.99. See 
paragraph at top of page. 

Consult the field office shown on the face of this certificate or any other field 
office of the Social Security Administration, if you have any questions concerning 
your claim. 

Always give claim number when writing about your claim. Keep this certificate 
as a permanent record. 

Mr. Eseruarrer. Does counsel intend to convey the impression that 
Dr. Altmeyer is responsible for these letters, or responsible for what 
is stated in these letters, that he is to blame in any respect? 

Chairman Curtis. The pom is, Mr. Eberharter, that our testimony 
this morning showed clearly that the Social Security Board, and later 
the Agency, repeatedly told the people of the country that they had 
insurance. The evidence today clearly shows that you cannot have 
insurance without a contract, by every definition of insurance. 

The evidence also shows that the Government of the United States 
enters into contractual insurance in several fields. These letters are 
presented to show that the people have relied upon the statement that 
this is insurance, as they understand it. 

The reason I am reading this letter is that I had an experience in 
connection with this letter. 
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The letter is as follows: 


In April 1950, after 35 years with one corporation, through compulsion I was 
retired at less than $100 per month annuity, employees’ insurance for which I 
paid my fixed share of premium, which they said would supplement my social 
security, the amounts having been established before the increased costs of living 
came about. 

The Social Security Agency issued to me a certificate of insurance, a copy 
of which is hereto attached. 

This is the copy. It says: 

Certificate of Social Insurance Award. 


I will not read it all, but it is an award and it says he is entitled to 
$45.60 beginning in April of 1950. It is signed by Mr. O. C. Pogge. 

Continuing on with the letter: 

I did not violate any of the conditions, and it appeared to be permanent. 

He is referring to the certificate that the Government gave him. 

Congress then amended the law, which nullified my certificate, taxed my an- 
nuity, discontinued my social-security payments, and brought a demand from 
the Social Security Bureau to reimburse them for $822 overpayment, on account 
of change in law, of which I had no knowledge and never suspected it would 
change my insurance certificate, which was in full force and effect. They then 
required me to resume payment of social-security tax, all because I, by hard 
work, earned more than $75 per month, for support of my wife and self. I paid 


or" 


the maximum tax from effective date of bill, 1937, until retired. 

I understand several bills have been introduced, amending the present act. 

In fairness, it should be retroactive, to relieve us of the reimbursement of 
so-called overpaymert—pay from time of discontinuance of payments—and re- 
move any ceiling as to earnings after 65 years. 

One wonders if Congress realizes that “Nero fiddled while Rome burned.” 

We are too old to work and too young to die. Can’t you do the necessary to 
correct this injustice, without further procrastination? 

The man is referr!:g to the benefits that were taken away from him 
after the Government issued him this certificate and he was asked to 
repay that money. 

In our preparation for these hearings it occurred to me that this 
man having believed that he had insurance, it might be well for the 
committee to have him come here in person. I called Mr. Davis, the 
Congressman from Atlanta, on the telephone, and told him about the 
case and asked him if he could ascertain whether this William L. 
McCalley, Jr., could come up here and testify. I started to discuss the 
case, and Mr. Davis said to me, “Well, it is too late. I knew Mr. 
McCalley well. I have discussed his problem many times, but Mr. 
McCalley died 10 days ago.” 

We are presenting this evidence here to show that, while it is freely 
admitted there was no insurance contract, and of course there can be 
no insurance without a contract, yet repeatedly over the country with 
bulletins from the Social Secur ity Agency, with radio speec hes, and 
everything else, the people have been told that they have insurance and 
they have relied on it. All we want to do here is get all of these facts 
so the fullest and greatest justice can be done to the American people, 
both young and old, in the improvement of this situation. 

You may proceed, Mr. Counsel. 

Mr. Esernarter. Mr. Chairman, you have made a long statement of 
the purpose of putting these letters, and of the line of questioning, in 
the record. The only purpose I can see to be served this afternoon by 
the line of questioning being pursued and inserting these exceptional 
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cases in the record is to convey to the people, the general public, the im- 
pression that social security is a fake. ‘That is the only impression 
they would get if they based their conclusion on the letters and the line 
of questioning this afternoon. I would like to know whether or not 
the witness has any comments to make with respect to that. 

Chairman Curtis. You have addressed your question to me about 
the questioning of this afternoon. The purpose of this questioning is 
so that Congress and the people will know what the situation is. If 
there is no insurance contract, certainly we, of the Congress, should 
not go on talking about insurance bought and paid for when the people 
have no contractual right in it at all. That does not mean that we 
should not meet our moral and political obligation. It does not mean 
that we should not continue to do justice to these people, but certainly 
we should not tell them they have something when they do not. 

You may proceed, Mr. Counsel. 

Mr. Wixn. Mr. Altmeyer, it may well be that the people now 
drawing benefits—— 

Mr. Esernarrer. You do not want the witness to comment on the 
evidence just presented ? 

Chairman Curtis. No. 

Mr. Atrmeyer. You continue to put words in my mouth. You said 
I said that there could not be insurance without an insurance contract. 
I never said that at all. 

Chairman Curtis. I did not mean to infer that you did, but that is a 
fact; you cannot have insurance without a contract. 

Mr. Aurmeyer. Then you think Congress was mistaken when they 
called this Federal old-age and survivors’ insurance? 

Chairman Curtis. I think you were mistaken when you recom- 
mended it. 

Mr. Aurmeyer. You think Congress was misled ? 

Chairman Curtis. Yes. 

Mr. Esernarrer. And no comment by the witness is permitted ? 

Chairman Curtis. He may comment on that point if he wishes to. 

Mr. Esernarter. Let the witness be dismissed and let the counsel 
put in the record what he «wants. 

Chairman Curtis. You may comment if you wish. 

Mr. Aurmryer. All I can say is there were months and months of 
discussion of this in 1939. The Ways and Means Committee began 
its consideration in January for months, 6 months, as I recall it. 
The Senate Finance Committee had months of consideration. There 
was a conference that lasted for weeks and finally the law was amended 
and went into effect, as I recall, some time in the fall. I really cannot 
accept your statement, Mr. Congressman, that the Ways and Means 
Committee and the Senate Finance Committee were not fully aware 
of what they were doing. 

Chairman Curtis. As I recall, awhile ago when asked whether 
or not you told the staff to insert the word “insurance” anywhere they 
could in the act, you could not remember. 

Mr. Aurmeyrer. I said that perhaps I did. Probably I did, because 
I believe it is insurance, you see. 

Chairman Curtis. You may proceed. 

Mr. Wixn. Mr. Altmeyer, it may well be that certain people now 
drawing title II benefits have bought farms and are operating them. 
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At present time, the operator of the farm is not covered by OASI; is 
he? 

Mr. Atrmryer. No, sil 

Mr. Wryn. If at some time in the future farm operators should 
become covered, these retired peo ple may well lose their benefits if 
they continue to operate their farms; is that correct? 

Mr. Atrmerrr. Suspe nd their benefits, yes. 

Mr. Wrxn. Has it never occurred to you while you were telling 
everyone that their bene fits would be paid to them as a matter of right 
that Congress, in the past, had changed the rules and might, in the 
future, change the rules again / 

Mr. Aurmeyrr. I did not hear the first part of that question. 

Mr. Winn. Read it, please, Mr. Reporter. 

(The question referred to was read by the reporter. ) 

Mr. Arrmryer. Of course, I understood there was a section, 1104, 
in the Jaw. I answered that question before, if you recall. 

Mr. Winn. I would like to have it answered. 

Mr. Avrmeyer. I have answered your question, sir. If you will 
refer to section 1104 you will find, as you read into the record, that 
there are no vested rights, that Congress may create different rights. 
I believe that Congress has created more valuable rights rather than 
less valuable rights as the years have gone up and that Congress 
will continue to do so. 

Mr. Winn. I would like to have an answer to the question. You 
do not wish to answer it any further ? 

Mr. Aurmryer. I will be glad to answer it if you will explain to 
me. What more do you want me to say? 

Mr. Winn. Very well. 

Mr. Aurmeyer. It occurred to me that Congress would amend the 
law from time to time to make it more valuable by way of providing 
protection; yes sir. It did occur to me, and I think that is one of the 
wonderful things about a statutory right. 

Mr. Winn. Now, in several connections you have attempted to state 
the difference between social insurance and private insurance; have 
you not, Mr. Altmeyer ? 

Mr. Attmeyer. Yes, sir. 

Mr. Winn. I refer particularly to an address which you made en- 
titled, “Social Security and Social Insurance” before the National 

Association of Mutual Insurance Companies in Grand Rapids, Mich., 
on October 4, 1937. I wish you would refer to page 8 of your copy 
of that address. 

Though many distinctions between private insurance and social insurance are, 
I think we would agree, largely matters of size rather than of kind, there is one 
difference which is of another order. Whereas ordinary insurance is a private 
and voluntary business agreement, social insurance is required by law and tax- 
supported. These facts are simple. The financial questions they raise are not. 

Is that correct? 

Mr. Autmeyer. Yes, sir. 

Mr. Wry. And then, again, in a publication entitled : “Questions 
and Answers on Social Security,” published by the Federal Security 
Agency, Social Security Administration, Washington, D. C., in De- 
cember of 1947 

Mr. Atrmerer. You did not finish the quotation from that previous 
one. 
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that. 
Mr. Aurmeyer. All I am looking at is what you marked here in this 

copy that Ihave. Yet, I think it would be well to read the next para- 

graph, if you do not mind reading it. 

Mr. Winn. Go ahead and read it. 

Mr. ALTMEYER (reading) : 


Winn. You may read anything further you want to read from 


Even here we do not want to lose sight of certain principles which are basic 
in all insurance financing. In your field the primary objective is that insurance 
benefits be paid when and as due, and to this end one of your most constant 
concerns is the soundness of your financial structure. Exactly the same objective 
must be recognized in social insurance. Any discussion of financing or bene- 
fit payments under the Social Security Act and any proposal for change must 
be predicated upon this assurance, that sound financing must be maintained so 
: F that the benefits guaranteed by the act can and will be paid. 

Mr. Winn. Now I would like you to refer to a pamphlet entitled, 
“Questions and Answers on Social Security,” published by the Fed- 
eral Security Agency in December 1947, and I have particular refer- 
ence to page 5 of that pamphlet. As a matter of fact, it is pages 5 
and 6. 

Mr. Aurmeyer. You have a different edition. You recall that there 
was some discrepancy. 

Mr. Winn. I want you to have the same one I have. The one I have 
was published in December 1947. There were several of these 
published. 

Mr. Atrmeyer. Go ahead, sir. 

: Mr. Win (reading) : 

Question: What is the difference between private insurance and social in- 
surance? 

Answer: There are several differences. Social insurance is generally operated 
by the Government. Generally, also, it is compulsory—those who come under 
the law must participate in the system in order that the system may furnish 
the maximum protection at the minimum cost to both good and bad risks. 

Mr. Autmeyer. You read that this morning 

Mr. Wryn. That is right, and there you are discussing the dif- 
ference between the two; are you not ? 

Mr. Aurmeyer. Yes, sir. 

Mr. Winn. Without referring to any other excerpts, apparently 
you did not think that it was necessary in discussing the difference 
between social insurance and private insurance to point out that there 
is no contractual arrangement between the Government and the 
. workers in social insurance; is that correct ? 

Mr. Aurmeyer. That is right. 

Mr. Winn. Apparently you never thought it necessary to point out 
section 1104 of the act and explain its implications. 

Mr. Autmeyer. That is right. 

Mr. Wryn. Mr. Altmeyer, we have established that there is little, 
if any, correlation between the amount of taxes paid and benefits re- 
ceived. In other words, the statute favors those already middle-aged 
or over; is that correct ? 

Mr. Attmeyer. That is right. 

Mr. Wren. It also favors those whose rate of pay has been small; 
is that correct ¢ 

Mr. Autmeyrer. That is right. 
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Mr. Winn. And, in this, the scheme is different from insurance as 
that term is usually understood in this country; is that correct? 

Mr. Attmerer. No. 

Mr. Winn. I beg your pardon ? 

Mr. ALTMEYER. No. 

Mr. WINN. We have also established that no cash premium is paid 
by the recipients as a aushinl ation for these benefits; is that correct? 

Mr. Atrmeyer. No, that is not correct. 

Mr. Winn. You do not agree with that? 

Mr. Aurmryer. No, I do not. Benefits must be paid under the law 
even though the Government has failed to collect the contributions, 
but it is a very rare case when that occurs. Therefore, as you phrased 
the quest ion, I think the wrong implication was given, that there was 
no relationship whatsoever between contributions and benefits. 

Chairman Curris. However, it is true that a person can draw his 
benefits by proving his work record even though no taxes have ever 
been paid on it and no taxes can ever be paid ? 

Mr. Aurmeyrr. That is true. It is true under workmen’s compensa- 
tion insurance, which was the earliest form of social insurance in this 
country. 

Mr. Wryw. It is also true, is it not, that this scheme is different 
from insurance as that term is usually understood in this country ? 

Mr. Aurmeyer. No, sir. I just pointed out that workmen’s com- 
pensation insurance operates under that principle. 

Mr. Winn. We have also established that there is no insurance con- 
tract between the Government and the worker within a covered wage 
whereby the rights and obligations of a party are set; that is correct, 
is it not? 

Mr. Aurmryer. No. You did not have to establish that. That has 
been self-evident since the law was passed in 1935. 

Mr. Wrnvn. In this, the scheme is different from insurance as that 
term is uusally understood in this country. Asa matter of fact, every 
definition of insurance provides that insurance arises only out of a 
contract ; is that not correct ¢ 

Mr. Esernarter. Mr. Chairman, I object to counsel using the word 
scheme.” That has an implication that I do not think we ought to 
put in the hearing, that this social-security system is a scheme. Of 
course, counsel is trying to prove that the w: hole social-security system 
as now present in the statute is a fake, so he goes on to the word 
“scheme” now. I do not know what he will be on to next. 

Chairman Curtis. There is no such intention on the part of this 
committee or counsel. We will strike the word “scheme” and put in 
the word “arrangement.” 

Mr. Winn. I would like to get an answer to the question, Mr. 
Altmeyer, please. 

Mr. Aurmeyer. I lost the question. 

Mr. Wry. I will give it to you again. 

We were referring to contracts. In this, the arrangement is dif- 
ferent from insurance as that term is usually understood in this coun- 
try. Asa matter of fact, every definition of insurance provides that 
insurance arises only out of a contract; is that not correct ? 

Mr. Attmryer. Every definition of private insurance that you read, 
but I do not agree that even in private insurance the essence of insur- 
ance is contractual, a contractual arrangement. 
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Mr. Winn. You do not agree with that? 
Mr. Aurmeyrer. No: I do not. 

Mr. Wryn. Are you an insurance lawyer? 

_ Mr. Aurmeyer. I am not, sir, but I spent a great many years study- 
ing insurance and selling insurance, if you would like to know. 

Mr. Win. We have also established that the recipients of these 
benefits have no claim to the benefits as a matter of right, that is, that 
they may be taken away by Congress at any time, and in certain 
instances they have been taken away; is that correct? 

Mr. Aurmeyer. Non sequitur between your first and second sentence. 

Mr. Winn. I withdraw the question. We have also established that 
the beplelenin of these benefits have no claims to the benefits as a 
matter of right; is that correct ? 

Mr. Attmeyer. It is not. 

Mr. Winn. You do not agree with that? 

Mr. Aurmeyer. Definitely not. 

Mr. Winn. On the other hand, recipients of these benefits may have 
them taken away by Congress at any time and in certain instances 
they have been taken away; is that correct ? 

Mr. Aurmeyer. By the substitution of more valuable rights in the 
vast majority of cases. You may get isolated cases where that has 
not occurred. 

Chairman Curtis. However, if they can take them away from one 
individual under the system they can t: “ws them away for all of them. 

Mr. Aurmeyer. Again you are impugning Congress and I would not 
presume to do so. 

Chairman Curtis. I am not suggesting to do so. I want my Gov- 
ernment to make good on its moral and political obligations, but I do 
not want them to tell people they have insurance which can only exist 
when you have a contract if they do not have it. 

Mr. Aurmryer. Then you should induce Congress to change the law. 

Chairman Curtis. Thank you for your recommendation. 

Mr. Wrxn. Mr. Altmeyer, under no arrangement of insurance, as 
that term is usually understood in this country, could the insurer by 
unilateral action take away vested rights; is that correct ? 

Mr. Attmeyer. Again, I do not get the first part of that question. 

Mr. Wryn. Under no arrangement of insurance as that term is 
usually understood in this country, could the insurer, by unilateral 
action, take away vested rights; is that correct ? 

Mr. Esermarrer. You mean vested rights now. You are talking 
about vested rights, or statutory rights, or obligations, or duties? 
What are you talking about? This is the first time vested rights has 
appeared this afternoon in the questioning. There is a difference 
between vested rights and statutory rights. 

Chairman Curtis. Would you let Mr. Altmeyer answer it. 

Mr. Aurmeyer. Under any form of private insurance, did you say? 

Chairman Curtis. The reporter will read the question once more. 
It was given twice, but we had an interruption. 

(Record was then read by the reporter. ) 

Mr. Aurmeyer. Under private insurance based on contract, I think 
that would be correct. 

Mr. Exsernarter. How about group insurance? 
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Mr. Aurmryer. Group insurance may or may not be based upon con- 
tract. That is the point. You can have private insurance without a 
contractual arrangement between the insured individual and the 
insurer. 

Mr. Esernarrer. The insured persons may not have any dealings 
at all with the insurance company. I am speaking of employees of 
a concern that has group insurance. 

Mr. Avrmeyer. It varies. They may or may not. It may be that 
the employer has taken out a group-insurance policy which does not 
take any contractual right on the part of the insured employee. 

Chairman Curtis. However, there is always a contract; is there not ? 

Mr. Aurmeyer. The contract in that case is between the employer 
and the insurance company. 

Chairman Curtis. Yes. If there was a provision in there that the 
insurance company could change any of the terms there would not 
be a contract and neither would there be an insurance policy. 

Mr. Aurmeyer. What I was trying to say, Mr. Chairman, was that 
so far as the employee is concerned, unilaterally he has nothing before 
him. 

Chairman Curtis. He does not have a piece of paper, but there is a 
contract. 

Mr. Winn. Mr. Altmeyer, you were aware all the time you were 
administering this law that the benefits could be changed at any time 
by congressional action; were you not? 

Mr. Atrmeryer. Yes, sir. 

Mr. Winn. That they could be reduced as well as raised? 

Mr. Atrmeryer. Yes, sir. 

Mr. Winn. That they could be, as a matter of fact, taken away? 

Mr. Aurmeyer. Ycs, sir; but the possibility never occurred to me. 

Mr. Wryn. While you were broadcasting to the people of this 
country that the OASI system, and I quote: 

Provided insurance protection for the worker and his family— 
that— 
use of the insurance principle means that payments are guaranteed— 


that the 1939 amendments— 
put into effect overnight about $50 billion face value of what really is life 
insurance— 


that— 


the Federal old-age and survivors insurance system constitutes the largest 
permanent insurance system in the world— 


that— 
as in private insurance, workers draw their benefits according to definite rules— 
and— 


old-age insurance safe as the U. 8S. A— 


you were not disturbed at all over the possibility that Congress 
might restrict the scope or reduce the amount of the benefits of the 
OASI system ? 

Mr. Atrmryer. No, sir; and I am still not disturbed. 

Mr. Epernarrer. I suggest that we have a recess. The witness 
has been on the stand since 2 o’clock, for 4 hours and 20 minutes with- 
out a recess. He is human, I think. 
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Chairman Curtis. Proceed, Mr. Counsel. 

Mr. Winn. Mr. Altmeyer, did I understand you to say that it never 
occured to you that Congress might reduce the benefits? 

Mr. Aurmerer. Never did I think and I still do not think that 
Congress will ever take action detrimental to the interests of these 
millions of people. I cannot believe it. 

Mr. Winn. I have here the hearings of the Committee on Ways 
and Means, 78th Congress, 2d session, Freezing the Social Security 
Tax Rate at 1 Percent for 1944, and your testimony on January 13, 
1944, which is at page 33 of those hearings. You notice the colloquy 
between you and Mr. Robertson, Mr. Altmey er, which begins pretty 
close to the bottom of the page? 

Mr. Rosertson. But if we should finally adopt a so-called pay-as-you-go plan, 
then we could if necessary lower it at that time, but suppose we freeze it and 
your predictions are fulfilled, the amount then becomes hopelessly inadequate to 
meet these payments to millions of workers who will go on annuities and at 
higher rates than ever contemplated, and do you think we can then in the period 
of the next depression not only let the rates go up but raise them above what they 
normally would be? 

Mr. ALTMEYER. I think it would be very hard. 

Mr. Roswertson. You know we could not do it, and the effect would be to unload 
this program upon the general taxpayers, because We could not refuse to pay 
the promised benefits; is that not a fact? 

Mr. ALTMEYER. What I worry about is that there is a possibility also of 
reducing the promised benefits if you are confronted with a difficult financial 
situation. 

Do you recall that testimony ? 

Mr. Atrmeryer. Yes. That is why I am so strongly for not freezing 
the tax this year. I was glad that the chairman seemed to agree with 
me on that particular point, at any rate. 

Chairman Curtis. Yes; you and I both wanted to do a good job 
for the workers and the people of this country, and I insist that we 
canont do it unless we find out all the facts and tell them exactly what 
they have and do not lead them into believing something they do not 
have. 

Mr. Winn. Mr. Altmeyer, I suggest that as these terms “insur- 
ance,” “contributory system of insurance,” “benefits as a matter of 


earned right,” “insurance benefits,” “insurance protection,” and 


“premiums” have been used, Congress and our people have been mis- 
led into a belief that OASI is a contractual system of insurance as that 
term is usually understood in this country. 

Mr. Aurmeyer. That is your statement. 

Mr. Winn. Do you agree with that statement? 

Mr. Autmryer. Of course not. 

Mr. Winn. Mr. Chairman, I have here numerous other letters 
which have been received from various persons throughout the coun- 
try, all having to do with the social security system and indicating a 
belief that this is insurance as that term is usually understood. 

I ask that those letters be incorporated as part of either the record 
or the appendix, as the chairman may direct. 

Chairman Curtis. Is there objection? 

Mr. EsverHarter. How many are there? 

Chairman Curtis. A couple of dozen, perhaps. 

Mr. Exsernarrer. A couple of dozen out of 90 million people who 
have wage credits in the system ? 
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Chairman Curris. That is true, Mr. Eberharter. Without objec- 
tion they will be received as part of the body of the record. 
(The letters referred to follow :) 


OcTOBER 6, 1953. 
House SUBCOMMITTEE ON SOCIAL SECURITY, 
New House Office Building, Washington 25, D. C. 

GENTLEMEN: I have written to my Congressman, calling his attention to an 
inequity in the present social-security laws, which discriminates against mar- 
ried women, and have asked him to introduce an amendment to correct same. 
He suggested that I also present my views to you. 

I have been giving a great deal of thought to the social-security laws and it 
appears to me that the first requisite for a sound and equitable program is to 
make a clear decision as to whether it is an insurance program or a Government 
handout. As the laws now stand, it is part of each, depending on the status of 
the claimant. 

In comimunity-property States, such as Arizona and California, the law recog- 
nizes a wife’s right te a certain portion of the family assets, even though she 
does not make a direct contribution, financially, to the acquirement of those 
assets. The Federal Government, also, in allowing joint income tax returns, 
recognizes a wife’s coutribution, indirectly, to the family’s earnings. It follows 
then, does it not, that if one department of the Government recognizes a citizen 
as a separate wage earner, that all other departments should conform. 

This brings me, then, to the inequity about which I have written. A female 
citizen should be allowed to combine her social-security benefits to reach the 
maximum amount, from whatever source, whether indirectly through payments 
made by the husband, or through her own direct earnings, or through payments 
made by more than one husband, in the event of divorce or widowhood, 

Further investigation of the present social-security law has brought to my 
attention another inequity—this one, against the low-income group. As the 
laws stand today, if a citizen has a large enough income to make income produc- 
ing investments, he is entitled to full social-security benefits upon reaching the 
specified age. But a person in the low-income group, who has been unable to 
make income-producing investments, cannot supplement their social-security 
benefits by earned income, beyond a certain amount. 

The inequity is this: That income restrictions have been put upon one group 
only because that income source is direct labor instead of investments. 

I should like to call your attention to the fact that both of these inequities, 
and there are probably many more, have come about as a result of lack of clarity 
as to whether or not the social-security program is insurance, bought and paid 
for, or a Government handout. 

If it is an insurance program, then, every contributor should be entitled to the 
same benefits. If a woman is entiled to survivorship benefits, it should only 
be on the grounds that she is an indirect contributor to social-security funds. The 
Federal Government has no moral nor legal right to say to any contributor, you . 
can benefit from what you have paid for, only if you stay single—as in the case 
of widows—or, you can benefit from what you have paid for only if you have 
invested income. 

I respectfully request, therefore, that your committee consider the following 
suggestions: 

1. That all citizens covered by social security whether directly as wage earners 
or indirectly as wives, have their own social-security accounts. 

2. That wives have payments made into their personal accounts from the earn- 
ings of the husbands. That husbands also be credited from the earnings of their 
wives. 

3. A copy of a marriage license be submitted before credits are given and in 
the event of divorce or death and a subsequent remarriage of either party, a 
copy of the death certificate or divorce decree, plus the second marriage license. 
This would eliminate the so-called common-law relation which has no legal 
standing 

4. No limit on income—or at least the limit set at a livable amount and not 
subject to periodical fluctuation and based on a high cost of living index and 
no restrictions on the source of the income. 

I have discusssed these ideas with numerous persons before writing to you 
and find, without exception, concurrence. 
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A higher rate of contribution by married persons with separate accounts would 
be very acceptable. And even lower benefits, with freedom to augment that 
income, is more acceptable than the present law which makes social security a 
farce, for us in the lower-income group. 

Very sincerely yours, 
Mrs. Jutra A. Goan, 
240 Hast Ruth Street, Sunnyslope, Phoenia, Ariz. 





Marcu 17, 1953. 
Hon. Cart T. Curtis, 
House of Representatives, Washington, D. C. 

DEAR Sir: Noting in the press that you are to give a look at the social-security 
system I hasten to give you a few thoughts from the man “down under.” 

I was retired under the Railroad Retirement Act and after conferring with the 
social-security people was assured that it was O. K. for me to take a job and 
that it would not affect my railroad-retirement standing. Later on my job col- 
lapsed and I was put on social security. 

This was all before the 1951 amendment. 

Came the 1951 amendment and the 15-percent increase. Some of my fellow 
workers who put in the same as I got the 15 percent but my 15 percent came out 
of my social security. Then 5-percent increase for social security and I paid 
it out of my railroad retirement. 

As it seems to me. I paid my dues and conformed to all the rules and regulations 
of the Railroad Retirement Act and the Social Security Act but now the Govern- 
ment does not live up to their side of the bargain. 

Is it fair for one railroad worker who pays as much as another to get the 
15 percent and the other not get it? 

Is it fair after I have concluded both my contracts with railroad retirement 
and social security, for the Government to back out on their part? 

Is it fair that on all future increases to these two acts that I must pay for my 
increases? 

Now, Mr. Curtis, I will not burden you with figures and a lot of detail but I 
hope you will give this some consideration and I feel sure you will not allow 
the inequalities of the 1951 amendment to remain. 

Sincerely and courteously, 
F. G. PAYNE, 
Bow 655, Roanoke 4, Va. 


SEPTEMBER 4, 1953. 
Hon. Car. T. Curtis, 
Chairman, Social Security Subcommittee, 
House Ways and Means Committee, 
House of Representatives, Washington, D. C. 

Dear Sir: I trust in your consideration of changes in the social-security law 
you will have in mind the retired individual, either already receiving benefits 
or to receive them upon attaining age 65 and who is entitled to less than a person 
who has but 18 months’ coverage. I have heard the latter referred to as the 
$85 racket. 

With 14 years of coverage, I understand that upon attaining age 65 I shall 
receive less than someone with 18 months’ coverage, just because through condi- 
tions beyond my control I retired before the last change in the law took effect 
setting up 2 different schedules. Understanding that social security is something 
we pay for and to which we are entitled, this certainly seems wrong. If it is to 
be a handout, we should so declare. Fortunately, this means little to me, but 
there must be many for whom this is a very serious thing. 

When 2 Americans are treated so that 1 receives some $15 less per month 
than the other with the same differential in their wives’ allotment, with the 1 
receiving the greater amount paying into the fund a disproportionately smaller 
amount, there must be something radically wrong. 

Sincerely yours, 
Hazen BE. MASTER, 
131 Harvard Avenue, Rockville Centre, N. Y. 
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83737 Fir~MoreE Street, San Francisco 23, Calif. 
Re newspaper article in July 23, 1953, paper. 
Representative Cart T. Curtis, 
Chairman of the House Social Security Subcommittee, 
Washington, D. C. 

Dear Mr. Curtis: I was so glad to read your article and changes you will try 
to make in the social-security laws and their very poor method of administrating 
same, 

To start with I am a widow [deleted] years old—and still working. I have a 
sister of [deleted] who is unable to work. We are each widows. We have no 
one to depend on for any financial help. As of today I will be able to collect 
around $62 monthly—when I quit my job. (I work short hours and earn net, 
$140 per month.) I have paid into the kitty for about 12 years. If I pass on 
before my [deleted] year old sister—my efforts go for nothing. The amount I 
have stacked up to my credit for past 12 years goes to pay off someone who means 
nothing to me. Why can’t I pass my record on to my [deleted] year old sister? 
I do not have a husband living—nor any children—and neither does my only 
sister. Why if a husband or wife can pass their years of work and the benefits 
thereon to their wife or husband—why does my years of work and benefits have 
to go down the drain and pay off someone who may not be half as deserving as 
my sister. 

Your other splendid contemplated changes in the bad laws—that will make 
it so we over 65 can make a little money, and still collect the small payments 
that we have paid for—will be most welcome. As they say: The Government 
does not give you anything that they have not already taken away. And in 
my case taken away from me to give to a stranger, in case of my death. 

In place of giving up and telling the State to take care of me at the ripe old age 
of [deleted], I am gladly working—but dislike to be made a sucker of. 

Thanking you to do this little legislative work for me, I am 

Cordially yours, 
(Mrs.) Mary B. SKILLEN. 


DECEMBER 9, 1952. 
Hon. Epwin C. JoHNSON, 


United States Senate, Washington, D. C. 


Deak SENATOR JOHNSON: This letter is written from the standpoint of one 
who, over the years, built up his rights under our social-security system. I 
always resent people referring to beneficiaries of old-age and survivor insurance 
as being a drain on the taxpayers, since as a matter of fact, those funds are built 
up jointly by the individual and his employer. 

In common with others, we were given to believe that when we came to retire- 
ment, we could look to this saving and maintenance in our years of retirement. 
The fact that the purchasing power of that money so laid aside, is only about 
half of what it was when laid by, is another matter. 

My gripe (and that of a considerable section of our citizenry) is that under 
the present law, we are prevented from earning additional income to supplement 
the depreciated purchasing power of our savings beyond the small figure of $75 
per month, without losing our old-age social-security income. 

It seems awfully unfair that the retired worker who is competent, physically 
and mentally, to perform worthwhile functions, that he cannot have the benefit 
of such additional income as he may earn, but must be limited to $75 per month, 
over and above his modest old-age social-security benefits. 

I hope very much that you have this matter in mind, and that you will lend 
your earnest efforts toward seeing that the limitation in the present law limiting 
the earned income of one on social-security retirement, to $75 per month average, 
is eliminated from the law. 

Cordially yours, 
RAYMOND HovesH, Sr., 
1655 East 18th Avenue, Denver, Colo. 
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PHILADELPHIA, January 25, 1953. 


Dear Sir: Day for day you can read in the newspaper editorials or “letters to 
the editor” about the social-security law. I remember very well the editorial 
of the Philadelphia Inquirer: Fair Play and Social Security, in the Sunday 
edition, January 11, 1953. Newspapers and people alike complain about the 
injustice done to the people over 65 years old, because the law forbids them to 
make a decent living. 

I don’t have to go into details, because you know better than I, that it is 
impossible to get along with $50, $60, or $70 pension a month for a couple evem 
with $75 more these people can earn in taking a job. The cost of living is so 
terribly high that nobody can live with it. 

The people who get social security paid for it. It is their money, they invested 
it during all the years to the social-security fund. The social security is not a 
charity. It has been a form of insurance. How has the Government the right 
to take the money away or to say how much these people can or cannot earn? 
Will the Government make a business out of this, saying people have no right 
to make a decent living? 

I can’t think of any reason to forbid them to take a job, where they have 4 
chance to maintain their standard of living. Where is the freedom of the indi- 
vidual? It is hard enough and often impossible for these elderly people to get 
jobs, but punish the lucky ones, who are working by forbidding them to make 
more than $75 a month is a Government interference in the personal freedom of 
a citizen. That should not happen in our country where everybody can enjoy 
the freedom of earning money in an honest way. Why make an exception with 
the old pepole who mostly did work hard all their life, did pay taxes, and still 
are glad to do this. The present law with its limitation makes for idleness, 
increased worries—Do we not have enough worries?—and mental depression. 
It not only makes millions of old people unhappy, all the other millions of 
family members, which feel respensible for the sake of her old folks, are suffering 
from this situation, too. Nobody can see what right has the Government to say 
how much these people can or cannot earn. 

Please do all in your power to change the law either by giving the right to earn 
money without limit, or raise the limit from $75 to at least $200 a month. 

The Government should be interested that everybody can make a living and 
not keep this millions of people down, who’s only “fault” is that they are old. 
You as a Member of the Congress, are the guard of our Constitution and should 
watch “that everybody will be treated equal.” 

I can’t think of a greater injustice done to these old people and with all my 
heart I hope you will be successful in your effort to change this law. May God 
bless you and give you the necessary strength. 

I strongly believe that not only the old folks but the whole Nation will 
remember you. 

I remain 

Respectfully yours, 
Morris BEERMAN, 
4214 Hellerman Street, Philadelphia 35, Pa. 


JUNE 5, 1953. 
Hon. Cart T. Curtis, 
Member of Congress, Washington, D. C. 

DEAR Mr. Curtis: I understand from the public press that you are pushing the 
bill to improve social security. I wish you success and hope that your bill will 
extend to persons like me and thousands of others like me some relief. 

All around us we read daily that some group has received increases in wages 
to cope with the cost of living. You no doubt realize that the cost of living for 
those of us who receive social-security checks also have an increase in the cost 
of living. Yet no one seems to know that we exist. And besides we are not 
allowed to work and earn more than $75 per month. 

We have earned our social security so it seems to me we should be entitled 
to it even though we work. It would not cost the Government 1 cent if we 
worked and received social security because we would not receive any additional 
compensation from the Government even though we work and of course we should 
not be required to pay toward social security after we have received 65 years of 
age. Yes, we can earn any amount after we are 75 years old but how many can 
or want to work after that age. 

I know that many Members of Congress want to do something about the present 
law. I have specialized training and educational institutions desire my services, 
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but if I work for these institutions I cannot receive my social-security checks 
which I have paid for and am, therefore, entitled to the checks. After I am 75 
years old I may not need them. 
Very truly yours, 
CHARLES L. MAURER, 
Dean Emeritus, Rutgers University, 130 EH. Linden Avenue, Colling- 
wood 7, N. d. 


JANUARY 12, 1953. 
Congressman Haro.ip C. OSTERTAG, 
House of Representatives, Washington 25, D. C. 

Dear Sir: In the newspapers I read that you intend to introduce a bill to 
permit persons over 65 to “continue working without forfeiting their old-age 
insurance benefits.” 

I am writing to say that I am in full accord with such a bill. Of course the 
law is figured on an actuarial basis and it was so calculated that income should 
begin at age 65. 

Accordingly, payroll deductions have been made regularly, over the years, 
so that the annuitant would be entitled to his income when he attained the 
age of 65. This was something he looked forward to with the utmost assurance. 

In my case I am informed that I am entitled to $85 a month, providing I 
retire, and do not earn more than $900 a year. My financial circumstances are 
such that I cannot afford to live on this amount. Consequently it is absolutely 
necessary for me to supplement this sum with an income from an outside source. 
I am 69 years old and prohibited from receiving moneys on my social security; 
whereas people of 75 years may do so without any limitation whatsoever. To 
use your own words “it is discrimination of the rankest sort. * * *” 

Sincerely yours, 
HeERseERT S. Simon, 
108-25 72d Avenue, Forest Hills 75, N. Y. 





JANUARY 15, 1953. 
Harowtp C. OstertaG, M. C., 
House Office Building, Washington, D. C. 


My DrAr CoNGRESSMAN : In yesterday’s Times Union, an article mentioned that 
you had introduced a bill to modify the restriction in the social-security law 
whereby a person between 65 and 75 years of age cannot collect benefits if his 
income is more than $75 per month, self-employed. 

I am a self-employed person, 73 years of age, and until January 1, 1951, I 
received benefits of around $60 per month. At that time, the law was changed, 
which not only cut off such payments but I am compelled to pay tax for social- 
security coverage on $3,000 income per year. 

Such a change seems to me to be definitely unfair as I had been contributing 
for some years when employed by a corporation with the expectation that when 
I became unemployed, I would collect benefits. Such arbitrary modification of 
the law which would deprive me of accrued benefits is contrary to justice. 

This letter is to approve heartily of your bill and I trust it will become a law 
so as to correct the above described injustice. 

Yours sincerely, 
Rospert J. BARKER, 
194 Vassar Street, Rochester 7, N. Y. 


OcToBER 24, 1953. 
Representative ALBertT P. MoRANO. 

Dear Srr: Is it at all possible to have the work clause taken out of social 
security? At the present time a man must be 75 years old before he can earn 
all he can and get the social security. I cannot understand why the age bracket 
couldn't be lowered to at least 70 years old. Even then, how much can a man 
earn at that age, especially when so many younger men are available. 

I think, and I’m sure, I’m speaking for many others like my husband that the 
age bracket should be lowered to 70 years old. 

It isn’t charity the people are asking for; it is what is due them; that they 
have paid for. * * * 

Gratefully yours, 
Mrs. Aucust SCHAPPALS, 
Danbury, Conn. 
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FEBRUARY 20, 1953. 
Representative CurrTIs, 
Washington, D. C. 

Dear Sir: I notice you are chairman of the Social Security Committee, so I 
wish to call to your attention our problem. 

My husband, born May 14, 1888, has paid into social security since the begin- 
ning 1937. He paid the maximum amount all during 1937 and continuously until 
the year 1952. In October 1951 he was severely ill and as a result the company 
by whom he was employed agreed to pay him $2,400 (less withholding) for 1952. 
Now, we learn that in May 1953, when my husband is 65 years old, and if my 
husband is dropped entirely by his company, he will only receive $77 per month 
social-security benefits. He expected to be able to collect the maximum amount, 
but the law as it now stands states he should have earned a minimum of $3,600 
per year for 1952 and 1953 until May 14, 1953, to collect the maximum social 
security. 

I am 4 years younger than my husband (born February 14, 1892). Jointly 
we can (now as the law stands) only draw $115 in 1957. Is this fair to a man 
forced by illness to give up working at 63 years of age when a man who has only 
paid in for a few years at $3,600 at 65 years of age receives $85 a month? 

This condition is one of the “bugs” to be gotten rid of and certainly there are 
other people in a similar position. 

We don't solicit charity, but we feel we are being cheated out of the full 
security which we very badly need and have paid for. 

Kindly give this your kind consideration. 

Very truly yours, 
(Mrs. G. B.) HELEN SAUNDERS, 
46 W. Hoyt Street, Kingston, Pa. 


Marc#H 18, 1953. 
Representative HaroLp C. OSTERTAG. 

Dear Sir: I see in the Reader’s Digest of April that you are the author of a 
bill designed to end the farcical situation with regard to social security. 

One angle that concerns me—and one on which your indignation is not quoted 
as having been expressed—is how long can the fund remain solvent if the 
stampede of the “six quarter bonanza boys” is permitted to continue? 

Those of us who have contributed to social security since its inception have 
surely the right to expect that the integrity of the insurance we paid for shall be 
preserved. 

Sincerely yours, 
A. R. Ross, 
2103 De La Vina Street, Santa Barbara, Calif. 





JANUARY 8, 1953. 
Hon. Cari T. Curtis, 
House of Representatives, 
Washington, D. C. 

Dear Str: I have read with great interest that you present a bill to change 
or amend the Social Security Act so that those over 65 may continue to work, 
and earn over $75 a month and still draw their benefit under the act. 

This has been my idea for some time, as I am 65 years of age, and have 
no thought to retire for some time, if ever. 

I have paid into the social-security fund ever since it was started. All of 
us were compelled to join, we had no choice. 

All of the contributions are, as you know, made by the employer and the 
eniployee. The Government does not contribute a single penny to this fund, 
so why should it be put in the position to tell us what to do, when to retire, 
or how much we can make and still draw a monthly check. 

I believe social security should be like life insurance. When the insured reaches 
65 years of age, he or she should be entitled to draw monthly benefit, whether 
they work or retire. 

Another point that does not make sense is this, that a man does not draw any 
benefit for his wife until she reaches 65 years. Does this mean that a man must 
marry a woman of the same age? Does it mean that like in the case of my wife, 
age [deleted], she does not need to eat until she reaches 65 years? 
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This whole setup seems to be wrong. 

In the first place, just why must everyone be compelled to join. In the second 
place, if one joins, just why should Uncle Sam be allowed to tell us when to 
stop work, in order to draw benefits for which our employers and ourselves have 
paid. * * * 

Yours truly, 
ERNEST H. GRAVES, 
291 Elm Park Avenue, Elmhurst, Ill. 


May 27, 1953 
Hon. Has BosGs, 
House of Representatives, 
Washington, D. C. 
Dear Mr. Boces: (Six paragraphs deleted at the request of the writer.) 
The purpose of this letter is to ask for information which becomes of increas- 
ing importance to me in planning for the next 4 years—I will be 61 this year. 
Attached is a page from a magazine which refers to loss of maximum social- 
security protection for those who have made the maximum contributions to social 
security since its inception, but whose disability prevents them from maintaining 
this maximum rate to age 65. No insurance company changes the rules of the 
game against the players after the contract is accepted, and neither should 
Federal social security. 
If action by you is called for on this matter, I am expecting you to take that 
action to uphold that faith. 
Sincerely yours, 
ALVIN MUSSER GOTTSCHALL, 
1716 Pine Street, New Orleans, La. 


APRIL 7, 1953. 
Chairman CuRTIS, 
House Ways and Means Committee, 
House Office Building, Washington 25, D. C. 

DeAR Str: My wife and I have 25 more years to contribute to this thing. 

We have both been contributing since its inception. If anything happens to 
either one of us before we reach 65, all that contribution is gone. 

Who gets it? We have no dependents. Why doesn’t it go to the deceased 
person’s estate? After paying for insurance for perhaps 35-45 years, isn’t it 
reasonable to expect something in return? How about the equal payment made 
by our employers during this time? Why not return it? 

JOHN EB. DouGtLas. 
6813 Granada Road, Prairie Village, Kans. 





OctToBER 19, 1953. 
My CoNGRESSMAN, CHARLIE BROWNSON: 

Am writing you in regard to our social security, Mr. Brownson. The time has 
come when aged women and men can’t obtain a job when once laid off their 
present job. Iam now past 60 years. Recently I had a light stroke of paralysis 
and may not be able to work any more. I believe the whole setup should be 
changed so the aged and the handicapped could have some way of security to live. 
The cost of living is so high. It should conform with the high cost of living and 
care for the physically handicapped people. There is a good number of these 
people that could live better if social security were 60 years instead of 65. The 
women are dying before 65 

I have been wondering what will become of our social security. It is our 
money. We worked and put it up. My husband left his and they did not give 
his to me. They kept it and I have worked 16 years, so I guess they can keep 
mine too, as my doctor says I have a small chance of living a year. I have no 
small children to draw mine, so they do not pay any child after 18. 

So I was wondering where my money goes to. It has been taken out of my 
paycheck each week. As Iam disabled and a world of other people like myself, 
their money just disappears. Nobody knows where, when there is no children 
or relatives. I think my money should be given to the children. I have six 
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girls and a boy that could use this, as it is my money, I worked for it. SolI 
remain as ever, 
MARTHA BLANKENSHIP, 
942 East Georgia Street, Indianapolis 2, Ind. 





JUNE 1, 1953. 
Congressman CurTIs, 
Chairman of Subcommittee on Social Security Legislation, 
House of Representatives, Washington, D. C. 

Dear Sir: I just desire to comment that in my opinion, and that of 100 or more 
I have talked to, the law (or perhaps ruling) that a person over 65 cannot take 
and receive regularly each month the check (bought and paid for) if he or she 
earns more than $75 in any 1 month. 

On the very face of it, this is about the silliest piece of legislation (or ruling) 
that can come to a constructive mind. It’s a most narrow viewpoint anyway 
one looks at it. 


JANUARY 26, 1953. 
Hon. Harotp C. OSTERTAG, 
House of Representatives, 
Washington, D. C. 

Str: It being my understanding that you are a member of a committee in the 
House, which is sponsoring a bill to try and correct the present social-security 
law, desire to express to you my views on this situation; many winter winds and 
summer suns have passed over my head, as I am nearing 70 years of age and 
am drawing down social security from our Government to the amount of $60.60 
per month and while I have no quarrel with the amount, I do object most strongly 
to a law that will allow me to earn but $75 ps month, without the loss of my 
social-security benefits. Therefore, if I earn $76 per month, I am penalized $60.60 
and have worked a month for a compensation of $15.40, thereby giving no one 
an incentive to work. 

Being in excellent health and thoroughly capable of earning a great deal more 
than $75 per month, I do not feel that my social-security benefits, for which I 
and my previous employers have paid for and I am lawfully entitled to, should 
be taken away from me, even though I am able to earn $1,000 per month or 
more, 

I have had many conversations with the recipients of social security benefits 
and they all protest most vehemently against a law that will not allow freemen 
to earn what they are capable of producing. 

There are many other phases of the present law that could be improved no 
doubt, but the only one I am interested in, is the one that I have mentioned above. 
Therefore, I am writing to you to express my appreciation of your efforts in 
behalf of the many able-bodied men of mature experience and knowledge, who 
are willing to work and are securing social security, but who are held in bondage 
by a law which has all the earmarks of an act of a dictator. 

I am. 

Respectfully yours, 
I. C. BANKs, 


935 Bethlehem Pike, 
Chestnut Hill, Philadelphia 18, Pa. 





Chairman Curtis. That is true. However, if the Government can 
take away one thing from one individual, it can take it away from all 
of them. 

Mr. Aurmeyer. Do you think it is likely to do so? 

Chairman Curtis. I think not, not for some time. : do not know, 
Mr. Altmeyer, what will happen 2 5 years from now. I do not think 
that the boys and girls who are just starting now to pay this tax should 
be told that their social sec urity card is their insurance policy when 
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they have no insurance. I do not want my Government to engage in 
that kind of chicanery. 

Mr. Esernarrer. I remember, Dr. Altmeyer, that in your testi- 
mony you stated or read from a committee report that no country 
in the world that has ever adopted the social-security system ever re- 
pealed it. Isthat a true statement ? 

Mr. Aurmeyer. Social insurance system. 

Mr. Evernarter. Social insurance system, never repealed it? 

Mr. Autrmeryer. That is right, social insurance being what I be- 
lieve is the most important phase of a total social-security program, 
which includes public assistance as a second line of defense against 
destitution. 

As far as I know, no country that has adopted social insurance as 
a part of a social-security program has ever abandoned it. 

Mr. Enernartrer. And how long have some of these social insurance 
plans been operat ing in some other countries ? 

D d you say somethir or about a hundred years ¢ 

Mr. Aurmeyer. Since the early 1880's. 

Mr. Winn. Mr. Altmeyer, to the extent that any of the writers 
of these letters. that have just been introduced into the record. do be- 
lieve that this is a contractual insurance system, they are badly mis- 
taken, are they not? , 

Mr. Autmeyer. That is obvious. 

Mr. Winn. Now, in the American magazine for October 1953, John 
F. Kennedy, a United States Senator from Massachusetts, had an 
article entitled, “What’s Wrong With Social Security?” I am going 
to ask the clerk to give you that magazine and ask you to refer to 
page 111. 

Mr. Aurmryer. Pardon me; may I look at the whole article? 

Mr. Winn. Surely. 

Mr. Arrmeyer. Yes, sir. 

Mr. Wryy. In the third column on page 111, Mr. Altmeyer, toward 
the bottom of the page, do you see the paragraph which begins, “I 
would also like to emphasize that social security is primarily an in- 
surance fund” in italics “rather than a pension” in italics “plan. This 
means that if 60 million members are buying at extremely low rates 
insurance against loss of job due to old age rather than a full-scale 
annuity to take care of them for life. Many people do not realize 
this.” 

Mr. Altmeyer, to the extent that Mr. Kennedy is of the opinion that 
this arrangement is insurance, as that term is usually understood in 
this country, he is badly mistaken, is he not? 

Mr. Aurmeryer. As I understand this paragraph, he is probably 
referring to the fact that this is not an old-age annuity payable upon 
reaching a given age, regardless of whether there is wage loss due to 
retirement. I think that is the point of that paragraph that you have 
just read. Of course, as you know, it would be much more costly for 
the Government to pay old-age annuity at 65 regardless of retirement 
from gainful employment. 

Mr. Winn. Mr. Altmeyer, if Mr. Kennedy is of the opinion that 
this is an insurance plan, as that term is usually understood in this 
country, he is mistaken, is he not? 

Mr. Aurmeyer. You will have to ask Senator Kennedy what he had 
in mind. I cannot speak for him. 
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Mr. Epernarter. I do not know what counsel means when he says 

“as usually understood in this country.” He has been inserting that 

in all these questions now. Is he qualified to say “as usually under- 
stood” ? 

Mr. Atrmeyer. He asked me whether I was an insurance lawyer, 
so I had better not throw stones at him. He may be an insurance 
lawyer, you see. 

Mr. Eevernarrer. Mr. Chairman, the witness has been on the stand 
for 414 hours now. I again suggest a recess. 

Chairman Currts. We have been 214 hours questioning. 

The term “as usually understood” is used here so that we are talk- 
ing about insurance as the rank and file of the people of the country, 
the laymen, would understand it. 

Mr. Winn. You earlier today read a quotation of yours in which 
you say, in effect, insurance, unless that term is going to lose all of 
its meaning, is so and so, and so and so. Do you remember that 
quotation ? 

Mr. Atrmryer. Yes, sir. 

Mr. Winn. Apparently you had some idea at that time of what 
the word “insurance” meant to the people in this country, Mr. Alt- 
meyer. 

Mr. Aurmryer. Yes, but I do not have the same idea that you have 
That is the point. 

Chairman Curtis. We will let the record so show that, Mr. Altmeyer. 

Mr. Winn. Mr. Altmeyer, I would like you to refer to a publica- 
tion entitled “Economie Security for Americans,” which apparently 
is a record of the American Assembly of the Graduate School of Busi- 
ness in Columbia University. This particular publication was put 
out in November of 1953 and has to do with a meeting which had 
been held not long prior thereto. I want you to refer to page 22 
of the report of that assembly, if you will. This article on page 22, 
I believe, is by Arthur Larson, dean of the law school of Pittsburgh. 
Do you see the marked portion on page 22, Mr. Altmeyer? 

Mr. Aurmeyer. Yes, sir. 

Mr. Winn. Mr. Larson says: 

So we have a sound economic-security mechanism which was once known 
as relief and is now called assistance. It differs from social insurance in that 
no insured status based on contributions is necessary. 

We have already brought out, have we not, that you can get in- 
surance status without contributions. Is that correct ? 

Mr. Aurmeryer. In a very unusual situation, very unusual and a 
typical situation. 

Mr. Wryvn. I am talking about what the statute provides. Does 
the statute imply providing that contributions have anything to do 
with the benefits? 

Mr. Aurmeyer. I am talking about how the law works. That is 
important. 

Mr. Winn. Did you function under the statute when you were the 
Administrator ? 

Mr. Atrmeyer. Certainly. 

Mr. Winn. And the statute provided that the benefits were payable 
as a result of wages in covered employment; did it not? 
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Mr. Aurmeyer. That is right, surely. Do you want me to be re- 
sponsible for the way Mr. Larson expresses himself? If you are 
interested in the American Assembly and its views, I suggest that you 
get a report that they issued just 2 weeks ago. You know, that was 
an assembly that was established by President Eisenhower. As I 

read the newspaper reports, they endorse rather c ompletely the present 
social-insurance approach under the Social Security Act. I think 
that you would find that very interesting reading if you have not 
seen it. 

Mr. Wiyn. Mr. Altmeyer, I would like you to refer to the a 
can Bar Association Journal for November 1953, at page 1023 
an article by this same Mr. Larson, dean of the law school of the Uni- 
versity of Pittsburgh, wherein we find the following statement: 

These proposals which shatter and discredit the whole insurance idea put 
into its place precisely the something-for-nothing philosophy which the con- 
tributory principle was designed to avoid. 

There is a footnote to that, and the footnote reads as follows: 

The writer is well aware that some critics deny the right of the present 
system to be called insurance. The point here is simply that even if discrimina- 
tion unavoidably exists within the system, it retains the two fundamental 
insurance features of contributions establishing insurance status and of a pre- 
determined relation between wages, contributions, and benefits in specified 
contingencies, 

First of all, Mr. Altmeyer, it is true, is it not, that contributions 
do not establish insured status? 

Mr. Aurmryer. That is correct. 

Mr. Winn. And it is also true that the predetermined relation 
between wages, contributions, and benefits in specified contingencies is 
subject to change at any time by Congress; is that correct ? 

Mr. Aurmeyer. That is right. 

Mr. Winn. Now, I wish you would refer to an editorial in the St. 
Petersburg Times, of St. Petersburg, Fla., for Tuesday, November 3, 
1953. Do you see the marked portion in that editorial ? 

Mr. Aurmeyer. Yes, sir. 

Mr. WINN (reading) : 

The country is growing older and millions of people every year are getting 
ready to draw out the money they put in the pension fund during their best 
working years. Social security funds are not Government money. They have 
been collected individually from workers and employers. No tax dollars have 
gone to swell this fund. And Congress is well aware that it must face its 
obligations to the voters for protection of their savings or suffer at the ballot 
box next year. 

Is it true, Mr. Altmeyer, that this fund represents something into 
which people have put their money in order that they can draw it out 
or that it represents any manner or form of savings? 

Mr. Aurmeyer. All I can say is that this trust fund—is that what 
you are referring to—is a fund established by the Congress consisting 
of these contributions made by employers and employees so that the 
benefits promised can be paid when they become due in future years. 
I do not know whether you would call that savings or what you would 

call it, because you and I do not agree upon what insurance is. 

Mr. Winn. I am asking you what you call it. Do you call it sav- 
ings ? 

Mr. Aurmeyer. It is a savings in the form of insurance, yes. 
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Chairman Curtis. As to these beneficiaries that are drawing the 
maximum, or an individual who is drawing the maximum and has 
an aged spouse living who is likewise entitled to the maximum, $127.50 
a month for both; is that a savings? Is that check that comes that 
month a return of money that they have saved ? 

Mr. Aurmeyer. It is in part a return of contributions paid by the 
individual and by employers into this trust fund. 

Chairman Curtis. However, it is not something that he has ac- 
quired by saving his money and putting it into the hands of the Gov- 
ernment ? 

Mr. Aurmeyer. I tried to bring out, Mr. Congressman, that there is 
a great difference between a savings bank and an insurance plan, and 
this is primarily an insurance plan, not a savings bank. You get the 
maximum amount of insurance protection at a minimum cost “under 
this sort of plan. 

Chairman Curtis. I agree with you that it is not a savings plan. I 
do not believe it is insurance because you cannot have insurance with- 
out a contract. 

Mr. Winn. Mr. Altmeyer, I would like to refer to an editorial in the 
Battle Creek Enquirer and News of Battle Creek, dated Friday, 
October 16, 1953. The editorial writer says, and I quote: 

It is understandable how tempting that $18 billion social security trust fund 
must be to the Government so beset in its efforts to balance its budget, but the 
employers and employees that built up that trust fund have a proprietary interest 
in it and in its interest income which allows them to pay only 14 percent of 
wages in premiums and still have social security on a pay-as-you-go basis while 
building the trust fund even bigger. 

At the bottom: 


Above all else, regarding pensions, Federal or other, Americans don’t ‘want to 
go over the hill to the poorhouse again. They want to earn their right to finan- 
cial security and save in a way that is traditionally American, by saving ahead 
for it. 

In view of what you said just now, this is not a savings fund which 
has the effect of saving ahead for old age? 

Mr. Aurmeyer. That is a play on words. It is savings in a large 
sense because it is deferring an expenditure that would otherwise be 
made today in return for a future benefit when it is most needed. It 
is not savings in the sense that you get back the same dollars with 
interest that you put into a bank or other depository. 

Chairman Curtis. Asa matter of fact, the maximum that a husband 
and wife might draw, the total expected value of their benefits, assum- 
ing they were both 65 and were drawing the maximum, would be per- 
haps i in the neighborhood of $18,000, and the most that that individual 
would pay, not counting his employer, would be $543 if he retired this 
year, which means approximately 3 percent is the return of his money, 
and 97 percent of those benefits paid by somebody else. 

Mr. Autmeyer. By his previous employer or employers, perhaps. 

Chairman Curtis. They would pay a like amount of 3 percent, which 
would still leave 94 percent. 

Mr. ALTMEYER. The employers’ contributions are not earmarked for 
the benefit of any individual employee. 

Chairman Curtis. I understand that. 

Mr. Winn. Mr. Altmeyer, I would like you to refer to the Machin- 
ists’ Monthly Journal for September of 1953, if you will, and to an 
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article entitled “The Courage of Ignorance,” by L. O. Thomas, and to 
that portion of his article which we find on page 300 of the magazine. 

First, do you see a drawing which is halfway down the page of the 
first column of that article, Mr. Altmeyer ? 

Mr. ArrMeyer. Yes, sir. 

Mr. Wiyn. Let me see if I can depict that in words. 

There is a large glass dome which has a sign on the front of it, “Do 
not touch,” and in the dome isa large piece of paper which says, “Social 
security insurance contract between U. S. Government and workers,” 
and there are two rather well-upholstered gentlemen with axes who 
apparently are about to attack it. The artist who drew that drawing 
was rather sadly mistaken if he thought that there was any social 
security insurance contract between the United States Government 
workers; was he not, Mr. Altmeyer ? 

Mr. Atrmeyer. I think he was probably thinking of a moral obliga- 
tion, which I think is stronger than any written contract between 
individuals, a moral obligation on the part of the Government of the 
United States. 

Chairman Curtis. However, he was mistaken as to the legal situa- 
tion; was he not ? 

Mr. Aurmnyer. I say, he was using an expression which may con- 
vey in his opinion the right idea. I am not going to criticize people 
who write articles. I have not had a chance to read it. It is quite 
strange, it seems to me, that I should be asked to comment upon these 
articles appearing in magazines and newspapers. Just what does 
that have to do with my views or my actions as a public official ? 

Mr. Winn. You told us a little while ago that you did not think 
that your failure to point out that this was not a contract, that your 
failure to point out the implications of section 1104, or that your fail- 
ure to point out that any rights that these people might have could be 
extinguished at any time, misled anybody, and this information is 
being brought into this record for the purpose of showing that appar- 
ently some people have been misled by somebody. 

Mr. Aurmeryer. Well, this gentleman may not be using the term 
“insurance contract” in the sense that you have been using it. He 
may be using it in the sense of a moral obligation which the Congress 
of the United States would never dream of abrogating. 

Mr. Wryn. Let us go to this article, and I would like you to refer 
to the bottom of the first column, “OASI as insurance payroll taxes 
premium.” 

Mr. Aurmryer. Mr. Chairman, if I am supposed to comment upon 
all of these articles, I must ask that you give me an opportunity to 
read them from beginning to end so that I can understand what the 
author was trying to say. I think it is quite unfair to the author 
and quite unfair to me to comment upon isolated sentences in an 
article that I have never even heard of. 

Chairman Curtis. I think if you will follow our questions 

Mr. Aurmeyer. No; I am not going to answer these questions with- 
out an opportunity to read these articles, sir. 

Chairman Curtis. We are not asking you to evaluate the articles. 

Mr. Aurmryer. You are asking me to answer these questions from 
an article I have not read. 
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Mr. Esernarrer. I do not think the witness is being treated right 
when he is asked to comment on what somebody had in his mind with 
respect to selected editorials, to selected articles, to selected cartoons, 
or selected illustrations. If the committee desires information on 
interpretations of the law and if the committee desires information 
as to the general impression around the country, they should call 
a Government witness, a man who is still in the employment of the 
Government or a woman who is still in the employment of the Gov- 
ernment, and not subject this witness to an inquisition here asking 
him to speak about what is in the minds of other persons, editorial 
writers, writers of articles, cartoonists, and so forth. 

Chairman Curtis. Proceed, Mr. Counsel. 

Mr. Esvernartrer. If I were Dr. Altmeyer I believe I would be a 
little bit inclined to refuse to answer many of the questions which 
have been propounded to him. 

Chairman Curtis. I think Dr. Altmeyer will attempt to be just as 
he ‘Ipful as he can. 

The purpose of this inquiry is to find how to correct these things. 

Mr. Esrrnarrer. That is what you say the purpose is. 

Mr. Winn. Will you refer to the bottom of the first column on page 
300 of this magazine, the Machinists’ Monthly Journal, where Mr. 
Thomas says, in italics: 


I believe that OASI is insurance and the payroll deductions are 
in bold face— 


the same as premiums and further feel strongly that there is— 
in bold face— 


a definite contractual relation between the individual and the Federal Govern- 
ment, and an equity in the trust fund that should not be disregarded. 

Do you find those statements there, Mr. Altmeyer ? 

Mr. Atrmryer. Yes, sir. 

Mr. Winn. Those are all the questions I have, Mr. Chairman. 

Chairman Curtis. Mr. Eberharter, do you have any questions? 

Mr. Evernartrer. No. I do not think that the witness has been 
given an opportunity to comment at all times as he should have been 
permitted todo. He has certainly been restrained from continuing the 
statement that he wanted to make from notes that he had prepared, 
and I think the committee was very, very much in error in calling 
upon him to answer questions which should properly be answered by 
somebody still in the service of the Government. 

Chairman Curtis. Are you through? 

Mr. Esernarrer. I am finished. (See insertions, appendix IT, pp. 
1569-1570.) 

Chairman Curtis. Mr. Goodwin, have you any questions? 

Mr. Goopwrn. I have no questions, Mr. Chairman. 

Chairman Curtis. I am going to make a few remarks and then we 
are going to close this hearing. 

Mr. Altmeyer, it is apparent that the people of the country have 
no insurance contract. That does not mean that I do not want to do 
my full part to do justice to them and to carry out and make good on 
the moral commitment that has been made to them. Yet, notwith- 
standing the fact that they had no insurance contract, it remains true 
that the agency under your direction repeatedly in public statements, 
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by pamphlets, radio addresses, and by other means, told the people 
of the country that they had insurance. 

I think a number of people were misled by that. I say that because 
I, myself, was mistaken when I wrote my minority report in 1949. I 
was of the opinion that the Government had a contractual obligation 
to fulfill all of these benefits. I still want them fulfilled. 

However, there is no contract of insurance and the fact that upon 
your recommendation the word “insurance” was sprinkled snenll in 

the statute did not make it insurance. I believe that the 83d Congress 

will write some good social security legislation, that there will be some 
improvements in it, and that we will make good on what we say. In 
due time I will take my responsibility and state what I recommend 
in the way of amendments to improve the social security law. That 
is what I want to do. 

However, as the record stands now, when the new administration 
took over, taxes had been collected from more than 90 million people. 
We have some 1314 million aged. Some 17 or 18 years after the pro- 
gram started, 6 out of 10 aged people are ineligible to @raw benefits. 
They have been told that this is an insurance idea. That has been 
the answer given to old people who have waited for a benefit and that 
has been the answer given to the young who were paying their money 
in. 

In our previous hearings, we have charted the facts and figures 
about the income in the fund. We want those facts and figures to 
speak just for what they are. 

I have not engaged in any loose remarks about the fund being in 
Government bonds and therefore was not good. We are not inter- 
ested in those stock criticisms that might have been used in the past. 
I do not think there is any place to put the social-security fund except 
in Government bonds. 

We have tried honestly and sincerely for several weeks to get the 
facts on the record so as to see what kind of system we have. 

As I say, we have a system that has promised a lot to the American 
people. I do not know how many Congresses I will serve in, but in 
those that I serve I want to make good on those moral commitments. 

However, I do not want to tell people that they have insurance 
policies when they do not. 

We have collected all of this money from 90 or 100 million people, 
and 17 or 18 years later two-thirds of our aged problem is still unsolved 
so far as title II is concerned. The young people who are paying in 
money month after month only have a statutory right that a Congress 
10 years, or 15 years, or any time might take away from them. Maybe 
it has to be that way. But certainly we should not tell them that it is 
insurance, because in the minds of the average American that is some- 
thing valuable, it is an enforcible policy, and whoever in the Federal 
agency was responsible for conveying this misleading information to 
the Ame rican people and saying suc +h things as “Your card constitutes 
a policy,” certainly was mistaken. 

I think that these facts, together with the other material that has 
been developed in the last 2 weeks, as well as material which has not 
been presented in public hearings, are important. It is my hope— 
and I believe that it will happen—that the 83d Congress will improve 
social security. In due time I will have my own statement as to what 
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I believe should be done in the way of amendments in order that we 
may meet our obligation in our time toward a social problem, a situa- 
tion that comes to every human being—that of age. 

The committee will stand adjourned, and ‘this ends our public 
hearings. 

The committee will have a brief executive session. 

Mr. Altmeyer, you are excused. 

(Whereupon, at 6:55 p. m., Friday, November 27, 1953, the public 
hearings were concluded and the committee proceeded to executive 
session. ) 
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